University of Mississippi

eGrove
AICPA Committees

American Institute of Certified Public
Accountants (AICPA) Historical Collection

1967

Establishing Legislative Policy: Talks Given at Second National
Conference on State Legislation, Oct. 23-25, 1966, Chicago,
Illinois
American Institute of Certified Public Accountants. Committee on State Legislation

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_comm
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
American Institute of Certified Public Accountants. Committee on State Legislation, "Establishing
Legislative Policy: Talks Given at Second National Conference on State Legislation, Oct. 23-25, 1966,
Chicago, Illinois" (1967). AICPA Committees. 317.
https://egrove.olemiss.edu/aicpa_comm/317

This Book is brought to you for free and open access by the American Institute of Certified Public Accountants
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in AICPA Committees by an authorized
administrator of eGrove. For more information, please contact egrove@olemiss.edu.

ESTABLISHING
LEGISLATIVE
POLICY

Committee on State Legislation

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, INC.

ESTABLISHING
LEGISLATIVE
POLICY
Talks given at Second National Conference on State Legislation, Oct. 23-25,1966
Chicago, Illinois

Committee on State Legislation
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, INC.

Copyright 1967 by the
American Institute of Certified Public Accountants, Inc.
666 Fifth Avenue, New York, New York 10019

FOREWORD

In October 1966 the American Institute of Certified Public
Accountants, through its committee on state legislation, sponsored
the second National Conference on State Legislation. The papers
presented at this meeting and the conclusions arrived at in the
discussions seemed to be of a sufficiently high order to warrant
publishing them in booklet form. The committee hopes that this
booklet will serve as a guide to state CPA societies in handling
the many different types of recurring legislative problems.
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THE CASE FOR
PERMISSIVE LEGISLATION

H. O. Rey burn, CPA, Former Member, AICPA Commit
tee on State Legislation; Past President, Oklahoma Society of CPAs.

speaker:

Permissive legislation as referred to in my remarks this morning
will mean that kind of accountancy legislation which regulates
only the use of the CPA title.
The status of that title depends on the CPA image in the state.
Under a permissive law the CPA title is the only one that has
any legal support and the only one that requires a high standard
of proficiency.
The states with regulatory laws recognize a class of public ac
countants under what is referred to as the “grandfather clause.”
Many are given recognition who are not qualified or who, at best,
have minimal qualifications.
In nine states public accountants are licensed on a continuing
basis, mostly by examination. In each case the examination is not
on a par with the CPA examination. If it were, there wouldn’t be
two examinations. But how does the public know the difference?
Are we CPAs going to tell the public that the public accountants
are not as well qualified as we are? No, because in the first place,
the law probably would prohibit such a statement by anyone com
ing under its jurisdiction. In the second place, we give up that right
1

when we join forces with the public accountants on regulatory
legislation.
Other states make no provision for the continuing registration of
public accountants, but it takes many years for those “grandfathered
in” to disappear as a class. Meanwhile, there are usually repeated
attempts to reopen the registration for public accountants.

Recent Court Decisions
The case of Welch Accounting Service vs. Walby, decided by
the Wisconsin Supreme Court in November 1965, reminds us that
there are others who, although not seeking legislative amendments,
are trying to get around the regulatory law by one method or an
other. The Wisconsin court said that Welch Accounting Service
was not holding itself out as public accountants or certified public
accountants but as accountants. Therefore the organization did not
come under the jurisdiction of the accountancy law.
Another thing that the Welch case did was clarify to some
extent what the Wisconsin court meant when it handed down the
Wangerin decision in 1936, which upheld the constitutionality of
the regulatory law. All that decision meant was that the law con
trolled the use of the titles Public Accountant and Certified Public
Accountant. It held that the statute does not concern itself with
the methods used by a nonlicensed accountant to obtain account
ing work so long as the public is not deceived into believing he is
a public accountant or a CPA.
In addition to telling what the Wisconsin law means, the Welch
case also raises questions about other regulatory laws which define
public accounting and then rely on that definition to restrict prac
tice to public accountants or CPAs.
Another recent case in point was the Bookkeepers Service Com
pany, a Tennessee case, in which the court said that the practice
of accounting could not constitutionally be restricted to public
accountants or CPAs. In a number of other cases the courts have
been concerned with protecting titles rather than with giving the
public accountants or CPAs a monopoly on accounting practice.
As long as this attitude exists among state courts, permissive legis
lation will have an important part to play and will be the type of
law most easily maintained.
Now one thing about a permissive law is that it is difficult for
2
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the public accountants to seek amendments to the law because
it doesn’t cover them. It is a little easier for the CPAs to seek
amendment, because they are the ones primarily concerned.

Defining Public Accounting
If we could limit the practice of public accounting to public
accountants and CPAs, then other types of laws might be more
acceptable. But there is mounting evidence that this may not be
possible insofar as state courts are concerned.
When California amended its 1945 law to include an additional
registration of public accountants, the total number of public ac
countants was over 20,000. The Texas Accountancy Act of 1945
was amended in 1961 to eliminate the definition of public account
ing because there was some doubt that this provision would stand
a constitutional test. The remedy was to substitute specific pro
hibitions for the definition.
Too broad a definition is believed to raise questions as to con
stitutionality. As a matter of fact, when the practice of public
accounting in regulatory states is defined, CPAs must use the
same definition to decide who is eligible to register under the new
public accountancy provisions and who is not. So the decisions
made when the public accountants are registered may come back
later to haunt the CPAs.

Enforcing Standards
One matter that concerns me considerably about regulatory
legislation is control over the public accountants. The enforcement
of ethical standards among our own group has not been easy, and
I would say, for the most part, that it is neglected for three reasons:
it is unpopular; it is difficult to get the kind of evidence needed
for a conviction; and CPAs may not have authority to enforce
regulations. The Oklahoma State Board experienced this trauma
when the attorney general held that the regulations issued by the
board to govern the practice of accounting probably could not be
enforced. The only regulations that could be enforced were those
that parroted provisions in the law itself.
There were two reasons. In the first place, under Oklahoma law
the only penalty provided for disobedience of the rules of pro
3

fessional ethics was revocation of the certificate. The attorney
general said that it was too severe a punishment for a man who
solicits his colleague’s employees or clients. So the courts won’t
enforce it. Secondly, the attorney general said that the promulga
tion of ethical rules by the state board is in question because the
legislature cannot properly delegate its right to legislate. And
many provisions of the code of professional ethics are deemed
to be legislative acts. The reason is that many things in the code
are not referred to in the law.
The matter of revoking a CPA’s certificate for fraud is covered
in most laws as it is in Oklahoma; there appears to be no question
about that. But provisions not specifically covered in the law may
be questionable on legal grounds.

Professional Society Codes
In 1965 the Oklahoma State Board obtained an amendment to
its law to provide lesser penalties for minor infractions of the rules
of professional conduct. This will probably be of help to us from
a psychological standpoint. But if public accountants cannot be
governed by rules promulgated by the board, how can they be
governed? I have always felt that we had something more valuable
than the state board regulations on professional conduct: the Code
of Professional Ethics of the American Institute and of the state
societies. Few CPAs do not belong to one or both of these organi
zations. We have the advantage in the professional societies of
being able to enforce ethical standards without being subject to
the rules that prevail in the courts and by which the state board
is bound.
Permissive legislation is more easily administered than regula
tory legislation. The permissive legislation which regulates only
the CPA title in my opinion is the best. It has one set of standards
which are easy to apply, and it is more easily interpreted.

Restricting Opinion Work
The strongest argument for regulation is that only qualified per
sons would be allowed to express opinions on financial statements
on which there is a great deal of third-party reliance. Gentlemen,
anything we might consider in this area that gives us and the
4
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public accountants a monopoly on accounting practice is not going
to receive favor in the courts, and the less we push the monopoly
idea, the better off we will be.

The “Permissive” Position
Not many people now rely on noncertified statements. There is
an increasing need to depend upon the certificate of the CPA. To
me it degrades our profession a little bit to give legal status to
any group other than the CPA and I think we need to direct more
of our attention toward informing the public of the meaning and
the significance of the CPA title. If we are successful in this en
deavor, then practically all audits will come to CPAs without the
necessity of enacting a law to obtain that result. That is the case
in Britain, where chartered accountants have a reputation that
attracts nearly all the opinion work. Others are not restricted in
their activities by law. They practice as they see fit, but they have
no legal status.
Another advantage of permissive legislation is this: If all fiftythree jurisdictions had permissive legislation it would be easier for
CPAs to cross state lines in response to the needs of their clients.

5

THE CASE FOR
REGULATORY LEGISLATION

Richard S. Claire, CPA, Former Member, AICPA Commit
tee on State Legislation; Member, Commission on Standards of
Education and Experience for CPAs; Past Vice President, AICPA;
Past President, Illinois Society of CPAs.
speaker:

Having been asked to defend regulatory legislation, I said to
myself, defend it against whom? Thirty-six states have adopted it
and the Institute has gone on record in a Form Bill which is regu
latory in nature, so whom am I fighting? So I decided to veer a
bit from the suggested path.
Why should we be discussing regulatory legislation? One reason
is because of the endless attacks launched against us in all states,
whether regulatory or permissive. As I reviewed the subject, I
wondered why after ten years we should have problems that are
still unresolved and questions that need to be discussed.
The reason we have problems is that our present position is a
product of emotion, compromise and fear. The very committee ap
proach creates some problems because of a lack of continuity. Any
time we deal with legislation with a changing committee structure,
there is a problem of keeping a continuous thread running through
the undertaking.
But most of all, I think we have problems in legislation princi
pally because we have not settled upon a single philosophic base
from which to operate. Without such a base for our legislative
effort, it will go in all directions.
Let me outline some of the problems and shortcomings in pres
6

Richard S. Claire
THE CASE FOR REGULATORY LEGISLATION

ent regulatory legislation. I believe in regulatory legislation and, of
course, that puts me on the side of the angels right away. Now
the purpose of legislation is the safeguarding of the public. You
may compare us with professions like medicine and dentistry, but
I know from the experience that I had with the legislature here in
Illinois that a legislator becomes much more concerned in matters
of public health than in financial matters. We operate in the area
of financial matters and we cannot expect legislators to be as con
cerned about our problems as they are about regulating barber
shops, let us say.

The Public Interest
There is another point which is fundamental. Too often we are
concerned with our own welfare and protection and we tend to
lose sight of the principal point, namely, what kind of legislation
is best for the public?
What does accountancy legislation try to regulate? In the first
place, it tries to regulate only a portion of what you and I think
of as public accounting. Regulatory legislation is directed toward
protecting the public in the area of expression of opinions on finan
cial statements. The Illinois law, for example, has a definition of
the practice of public accounting in Section 8, and then in Section
11 it tells what is not to be regulated. Reference is made to tax
practice, write-up work, systems, etc. But, by and large, what is
being regulated is the expression of opinions. Now why is it that
we are regulating only that portion of public accounting? Because
the greatest public interest lies in that area. And it lies to a lesser
degree in other areas which may not be regulated under the state’s
police power.
To illustrate, when I express an opinion on a financial statement,
I have no idea who may rely on that opinion. My public is the
entire public. On the other hand, when I am engaged by a client
to do some systems work or tax work, the chances are that only
the client and I will be injured if the job is bungled. The legisla
ture, I am sure, draws a distinction between those two general
areas.
From the public’s point of view, only qualified persons should
be allowed to perform work involving the expression of opinions
on financial statements. I do not believe that the public interest
7

is best served by regulating professional titles only and leaving it
to the public to guess whether noncertified persons are competent
to do opinion work.

The Experience Requirement
Let me get more specific now by turning to the weaknesses of
regulatory legislation. I am going to start with the number one
weakness: the experience requirement for certification. Unfortunate
ly, almost all of our regulatory laws determine what can be counted
as experience by who the employer is. Surely this is a poor way
to determine the validity of experience. In many laws any kind
of experience will count, provided it is obtained in the employ
of a CPA. An applicant could be a receptionist, a file clerk or a
messenger, and his experience would meet the requirement for
certification. Surely this is not in the public interest.
The Illinois law requires experience on the staff of a CPA or
public accountant. That at least rules out the receptionist and the
messenger. But it leaves wide open the possibility of obtaining
experience with a CPA who doesn’t have a single audit client.
The CPA candidate could be doing all write-up work and yet that
experience would count toward the CPA certificate. If the public
interest requires the regulation of opinion work, some of the ex
perience for obtaining a license to do that work should be in the
area of expressing opinions on financial statements.

Experience in California
A good experience requirement is that now in effect in Cali
fornia. There the board is authorized to prescribe the nature of the
public accounting experience, and the board has set up the follow
ing standards (private or government experience equivalent to
these standards is acceptable):
1. Applying a variety of auditing procedures.
2. Preparing audit working papers.
3. Programing an audit.
4. Writing explanations, comments and findings.
5. Preparation and analysis of financial statements.
By using these standards, the board is able to test an applicant’s
competence in the expression of opinions on financial statements.
8
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Kansas, a permissive state, also has a good experience require
ment. There, at least six months o£ diversified experience related
to the performance of opinion audits is required. And, incidentally,
“diversified” is defined as referring to three different types of busi
nesses or industries. Kansas even requires, as New York does, a
percentage distribution of the experience — so much in taxes, so
much in systems, and so on.
The third law that meets my standards is that of New York,
which requires work involving diversified application of accounting
principles and auditing procedures. The employer must submit an
affidavit certifying that the applicant has met this particular re
quirement.

Educational Requirements
Now let us turn to the educational requirements. The number
one trap here is requiring the applicant to be an accounting major,
often from an “approved” school —and there may be something
political about getting on the approved list of colleges. Such re
strictions tend to narrow the educational requirements to the point
where we prescribe too precisely what the applicant must offer.
One of the less acceptable laws from this standpoint is Wiscon
sin’s. The applicant must have a B.A. or higher degree from an
institution approved by the board as having standards substantially
equivalent to those of the School of Commerce of the University
of Wisconsin for a major in accounting.
Those who went to school where there are no majors in ac
counting might have a little difficulty meeting that requirement.
There are admittedly certain outs in the Wisconsin regulations but
they are minor, compared with the central concept.
Here are the University of Wisconsin’s requirements:
1. At least 50 per cent of the credits for the degree must be in
areas other than commerce or economics: twelve credits of
English (six of which must be in composition); math (suffi
cient to enter introductory calculus, including a course in
the mathematics of finance); and eight credits of laboratory
science (astronomy, botany, chemistry, geography, geology,
physics or zoology). Bear in mind that we are trying to pro
tect the public with respect to an accountant’s expressing
opinions on financial statements.
9

2. Forty per cent of the students credits must be in commerce
and economics and they must include the following: a course
in business statistics, marketing, principles of management,
business finance and business communications. He must have
six credits in economics, including two courses from the fol
lowing: money and banking, principles of insurance, public
utilities, and urban and land economics. Next, he must have
six credits in business law.
3. Then the student must obtain twenty-four credits in account
ing, including introductory, intermediate, managerial, ad
vanced cost, auditing, systems, income tax, budgeting or
advanced cost or analysis of financial statements or public
utility accounting or governmental accounting.
4. To top it off, the student must have a grade average of 2.5
out of 4 in commerce courses. And the faculty of his school
must meet the standards set by the American Association of
Collegiate Business Schools.
In my opinion all this is going too far in specifying the educa
tional requirements an applicant should present.

Residence
Next, let’s consider the question of residence. Here, too, I think
we are all mixed up. In Illinois, for example, a CPA candidate
was turned down because he sent in his application while he was
on vacation in Wisconsin. Since his letter was postmarked in Wis
consin, this was considered to be evidence that there was something
shady about his Illinois residence. We had trouble with a boy in
Davenport, Iowa, because he was on the wrong side of the river.
In Colorado residence means the applicant is a resident of Colo
rado at the time he makes application, that he is a resident of
Colorado when he takes the exam, that he is a resident of Colorado
when he passes the exam, and that he intends to remain in Colorado
the rest of his life.
I think we ought to be more sensible about what constitutes
residence. Are we talking about legal residence, voting residence
or what?
Another requirement we should think about is citizenship. It
appeals to a legislator to require a candidate to be a citizen of the
United States, but I can’t honestly say that citizenship in itself
10
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has anything to do with the ability to express an opinion on finan
cial statements. I think that abolition of the citizenship requirement
is desirable, partly because it would help our international rela
tions, but primarily because citizenship doesn’t have anything to do
with the ability to express a professional opinion on financial state
ments.

Interstate Problems
Another sticky point is the situation of the applicant who passes
part of the examination in one state and gets no credit for the
identical examination taken in another state. This means he must
start all over again if he moves from one state to another. I don’t
believe we can defend that at all from the standpoint of common
sense or the ability to express an opinion on financial statements.
The next problem is registration of partnerships. Tennessee, Lou
isiana and Florida are among the offenders here. My firm recently
had to form a new partnership in Tennessee because the regula
tions now require every partner of a firm, whether practicing in
Tennessee or not, to be a Tennessee CPA. I don’t understand what
that restriction has to do with the ability of a firm to render an
opinion on financial statements.

The CPA Examination
Next, I would like to comment briefly on the CPA examination.
If the CPA examination is to test fitness to express an opinion on
financial statements, as it is basically in all regulatory states, then
the examiners ought to think twice about some of the questions
included on the CPA examination, because I think some day some
fellow who fails will find himself a good lawyer and point out
that this or that question has nothing to do with what the law is
intended to regulate. Now I admit there are questions which can
bring us far afield from expressing opinions on financial statements
but which still have some bearing on the matter. For example,
certainly questions on internal control can be related to the expres
sion of opinion on financial statements. But I think we should be
careful that we don’t step over the line some day and cause our
selves and others considerable embarrassment.
Finally, there’s the question of the state boards and ethics. As
11

pointed out by Mr. Reyburn earlier, even when a state board
promulgates a code, it is not necessarily effective. State board reg
ulation of ethics will probably not solve many of the problems we
are talking about.

Improving Regulation
Finally, I admit that regulatory legislation is not a panacea.
Whether the law is regulatory or permissive there will always be
a group of unlicensed people looking for a license. Our job is to
improve our regulatory legislation. We shouldn’t try to amend the
law for minor matters. We should amend only when we have
major items, because when the law is opened up for amendment
there is always a risk that adverse provisions will be incorporated
in the measure.
As far as I am concerned, regulatory legislation is our hope be
cause it is based on regulating the quality of work rather than
titles. And this regulation of quality of work is in the public in
terest and it rests on a logical and supportable base.

12

THE CASE FOR A
CONTINUING TECHNICIAN CLASS

Robert L. Leonard, CPA, Past Member, AICPA Commit
tee on Local Government Accounting; Member, Pennsylvania In
stitute of CPAs Committee on Legislative Policy.
speaker:

I

have been invited to participate in this program as an advocate
of the regulatory position with a continuing technician class.
I have read most of the reports and comments on the so-called
third class and am particularly aware of the negative replies and
reactions of the state societies regarding the joint memorandum
of the committees of the American Institute and the National Soci
ety of Public Accountants. I am aware of the AICPA Council’s
May 1964 negative vote on this report. I am aware too of the
present negative reaction in Pennsylvania to the technician class.
However, even though this subject has been debated in the coun
cils of our profession, it has not been sufficiently discussed nor, in
fact, discussed at all by most practicing members of our profession.
I am therefore delighted to be here advocating the regulatory
position with a continuing technician class, telling you what we are
doing in Pennsylvania and discussing the obstacles to the imple
mentation of this program.
First, just to be sure you all know what I am talking about, let
me say that the regulatory position with a continuing technician
class is the same as regulatory legislation except that, in addition
to licensing public accountants, this type of legislation would pro
vide for the qualification and registration of technicians. These
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would be persons other than CPAs and “grandfather” public ac
countants.
The technicians would be prohibited by law from expressing
opinions on financial statements, but they would be permitted to
render other accounting services, such as bookkeeping, taxes and
systems.

A Continuing Technician Class
The idea of a continuing technician class was formalized by a
memorandum of March 8, 1963, approved by committees of the
American Institute and of the National Society of Public Account
ants; it is therefore a relatively new concept developed to achieve
certain goals. The long-term objectives are twofold: (1) to restrict
the professional function of independent auditing ultimately to
CPAs, and (2) to make a clear distinction between CPAs and all
others engaged in offering accounting services to the public.
The joint memorandum states that the broad objective of the
program is to achieve clear identification and effective regulation
of all those who render accounting services at all levels to the
public. If generally accepted the program would also eliminate
controversy within the accounting field and thus facilitate a co
operative effort to raise the level of accounting services offered to
the public. It is, in short, an effort to achieve a rational organization
of the entire accounting field.
I feel that these objectives are both valid. Why then did the
AICPA Council not approve the joint memorandum and why did
a lot of the state societies object to this report? The AICPA Council
did not approve the proposal, probably because of the almost unani
mous opposition of the state societies but also partly because of
the very newness of the proposal.

Objections Raised
The objections to the joint memorandum that came from the
state societies were several. Perhaps the greatest objection was to
the recommended title for the technicians — accounting practition
er. All of us are practitioners and the new title would be confusing
to the public, so the argument went. Other objections were that
the proposal would permit certain persons to sit for the Uniform
14
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CPA Examination without satisfying the educational or experience
requirements, that it would provide for reciprocity for public ac
countants, and that another continuing class of accountants would
be created — the technicians.
Therefore, because of objections to parts of the program, the
total program was rejected. Also the program seems to have raised
an emotional furor in certain areas. It was opposed by practitioners
who do not do much opinion work. It developed into a divisive
force rather than a unifying one.
The formulating of the profession’s long-range objectives has
been completed in this area. The means of implementing the ob
jectives came before the objectives themselves were thoroughly
understood. To put it another way, the CPAs were not ready to try
to understand a sophisticated, long-range proposal — a proposal
which is complicated because of the different laws, practices and
attitudes in fifty-three jurisdictions.

State Action Needed
The means of achieving our objectives, which are the restriction
of opinions to CPAs and clearly differentiating the professional
from the nonprofessional accountants, must be considered by the
states themselves. Then, after implementation by several states,
perhaps an acceptable national policy will emerge.
The first state to attempt to achieve these objectives was New
Hampshire, one of the seventeen remaining permissive jurisdic
tions. Last year, the CPAs sponsored a bill which would have
licensed public accountants as “grandfathers” and, in a separate
section, would have licensed bookkeepers on a continuing basis.
The title of this bill was “An Act Relating to the Practice of Public
Accounting and Public Bookkeeping.” The bill failed to become
law.
The South Carolina CPAs this year agreed with the public ac
countants on a regulatory law, but the bill was not introduced.
This proposal, which would have set up a continuing technician
class under the title Accountants, apparently would not have at
tained the objectives of restricting opinions to CPAs and of clearly
differentiating the professional from the nonprofessional accountant.
What are we doing in Pennsylvania? We are well known as a
die-hard permissive state. But the membership in 1965, at the
15

recommendation of our legislative policy committee, passed a res
olution to develop a legislative program to attain the objective of
restricting the expression of an independent accountant’s opinion
ultimately to certified public accountants. The program developed
was to be submitted by 1968 to the membership for approval.
Certain members of our legislative policy committee, with the
advice of our counsel and our executive director, have developed
a program. The program was neither approved nor disapproved by
the full legislative policy committee or by our governing body, the
council.

Pennsylvania Education Program
At present we are visiting each of our nine chapters conducting
an educational program. Up to last week we had covered seven
of these chapters. The purpose of this educational program is to
take the problem to the members, to stimulate their thinking, and
to give them the opportunity to hear and discuss the proposed
legislative program with those who have studied it in depth. After
obtaining the reactions of the membership, the legislative policy
committee will make a recommendation to our council whether a
mail ballot of the membership should be sought now or after
further education. And if a mail ballot is to be sought now, what
is likely to be the program voted upon?

The Proposed Legislation
The proposed legislative package in Pennsylvania, being pre
sented to the membership for discussion, consists of four parts:
1. To change the make-up of the state board of accountancy.
2. To provide for the “grandfathering in” of existing public ac
countants with no further additions to the class and to re
strict opinion auditing to licensees.
3. To enact a new law to license and regulate the accounting
technician.
4. To provide for alternative experience requirements to sit for
the CPA examination.
Our proposal is different from the 1963 joint memorandum in
several respects. First, it provides for one state board of account
ancy to be responsible for qualifying and regulating the CPAs, the
16
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licensed public accountants and the accounting technicians. Then
the title Accounting Technician has been chosen rather than Ac
counting Practitioner. Further, there would be no reciprocity for
licensed public accountants of other states. This is not to be con
fused with the reciprocity for CPAs, which we are expanding. And
finally, there would be no lowering of the educational standards
which would be applicable to licensed public accountants or tech
nicians desiring to sit for the CPA examination. We have said,
however, there may be an extension of the November 1, 1967, cut
off date in our present law which would require the college degree
or its equivalent to sit. We would consider extending this one year
if such a law were introduced and passed in the course of the
present legislative session.

Regulating the Technicians
Some of the members of the committee on legislative policy, in
cluding myself, who have been working on the legislative program
concluded that to obtain our objective in Pennsylvania, that is, to
restrict the expression of an independent accountant’s opinion ulti
mately to certified public accountants, we would have to go to
regulatory legislation with a continuing technician class. It was
thought that without the technician class we would not be able to
come up with a final solution. Some of our reasons were as follows:
First, with the increase in the number of persons practicing ac
counting without the presently required four-year college degree,
the pressure would be increased to re-open registration of public
accountants and to reduce the educational requirements for cer
tificates as a CPA.
Second, this type of legislation provides a place to go with some
kind of status for those people performing various accounting and
bookkeeping services who can’t meet the standards for the CPA
certificate. Also, this type of legislation would attain our objectives
without the disadvantages of permitting an unregulated group
within the accounting profession.

Their Growth and Strength
This subprofessional group would grow and remain strong
whether they were licensed or not. As things now stand they may
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still use any permitted title and perform any permitted service —
all without any ethical restrictions. In the long view, this is neither
in the public interest, nor, to be selfish, in our own interest.
The nonprofessional practitioners in Pennsylvania are at their
lowest number because accounting trained students from com
munity colleges are only now beginning to arrive on the scene.
Only last year, Pennsylvania started developing state and locally
supported community colleges. There are several now, but it is
hoped that in years to come there will be perhaps a hundred of
these community colleges with a two-year course.
If the CPA profession remains on friendly terms with the techni
cians, they would be less likely to use political pressure to re
open registration of public accountants and to lower the educational
standards for certification. Whether we like it or not, the nonpro
fessionals will have political power. It is even likely that the
community college students will be closer to the legislators than
we are. The legislators, having created the community colleges, are
going to be friendly and will listen closely to what they want.

Advantages of Regulation
Another reason for proposing this program is that the public
accountants would be likely to join us in an effort which would
unify all accountants. The public interest might be best served by
this program because it requires some competence on the part of
the technicians. Also, they would be required to observe certain
standards, and anyone damaged by their activities would have
recourse against them. Further, no one would be permitted to hold
himself out to the public offering accounting services under some
uncontrollable title which might sound like a professional title, and
no unauthorized person would be permitted to hold himself out as
one who could give some degree of credibility to financial data.
The recent Tennessee and Wisconsin court decisions are some
what disturbing. But I have read and heard legal counsel's com
ment that the wording of the laws in question was not the most
desirable. Perhaps the definition of public accounting was too re
strictive. Perhaps the basic accountancy laws were not the best.
Perhaps this is a local situation only. Nevertheless, I don’t think
that several isolated state court decisions should make us abandon
our professional objectives. We don’t give up on a tax case for a
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client when one or two court cases happen to look bad. We must
certainly find ways to strengthen our position, and legal counsel
can help us do just that.

Obstacles to the Program
Now what are some of the obstacles to implementing the ob
jectives Ive been talking about?
First, because many practitioners do not understand the objec
tives, they don’t want to do anything to achieve them. The only
solution to this problem is time and education. We need not wait
until most practitioners understand and want the objectives, but
we certainly must wait until most of the leaders of our profession
understand and want them. This, of course, must be at the state
and local level.
The second obstacle to implementing the objectives is that we
don’t have legislation that will serve as a prototype. The arguments
about a total legislative program which includes a technician class
are all hypothetical. There is no working model. If the objectives
in question are to be attained, a working model must be made.
The third obstacle is the common use of the term “accountant” —
public accountant, private accountant, government accountant, in
dustrial accountant and the like. Organization titles like “National
Association of Accountants,” of which many of us are members
and some even past presidents, tend to perpetuate the confusion
in the public’s mind between professional and nonprofessional ac
countants. I understand that we cannot legally restrict the title
Accountant to CPAs and public accountants. However, the tech
nician type of legislation could restrict, as far as “holding out” to
the public is concerned, the term Accountant to CPAs and public
accountants, with a technician group having some other title like
Accounting Technician.

Eliminate Experience Requirement?
I have given this matter much thought and no easy answer comes
to mind. Perhaps we should seriously think about making the CPA
certificate an academic degree, not requiring any public experi
ence. This may eventually eliminate other accountants, because
employers will want to hire CPAs, that is, accountants with tested
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competence. Incidentally, such a move would ease the pressure on
state accountancy boards to qualify applicants with nonpublic ac
counting experience to sit for the CPA examination.

Summary
In summary, I have taken the regulatory position with the con
tinuing technician class and I have reviewed what we in Pennsyl
vania are doing to enlighten our members. I have tried to set forth
what in my opinion are the obstacles to implementing the CPA
profession’s goals of restricting opinions to CPAs and of differen
tiating professionals from nonprofessionals in the accounting func
tion. In conclusion, I can only say, let’s keep thinking and let’s
keep talking.

Discussion
After the presentation of the three prepared talks, the Confer
ence was divided into six simultaneous discussion groups. The
discussion leaders and secretaries later made written reports to
the Conference chairman regarding the principal points discussed
in their groups. A summary of these follows.

► It was suggested that two representatives from each state
society be named to serve on a national legislative council. This
body would review all legislative proposals, particularly those
which are regarded as radical departures from existing laws.
Since legislation in one state tends to affect other states, the council
would be in a position to achieve uniformity in all major areas,
such as education and experience, interstate practice, prohibited
acts and registration requirements.
► Since the states seem to be going off in different directions,
there was considered to be a great need for stronger leadership
from the American Institute in an effort to obtain legislative uni
formity.
► It was suggested that if CPAs acceded to the licensing of
accounting technicians, they would in effect be assisting in organ
izing a pressure bloc which might eventually exercise more influ
ence in the legislature than CPAs themselves.
►
Since there appeared to be little pressure for the licensing of
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a technician class, it was thought that at present there was no real
problem and that whatever moves were made toward recognition
of this group should be resisted.
► The public accountants in Indiana were strong. Despite the
failure to obtain regulatory legislation in previous years, a joint bill
covering CPAs and public accountants would again be presented.
► Florida found it difficult to convince the legislature that an
experience requirement was necessary in the face of high education
requirements.
► It was thought that raising education and experience require
ments did not necessarily discourage entry into the profession, since
many young people want to have their mettle tested. This is borne
out by the fact that fifth-year accounting programs are filled up at
present.
► The Michigan Association has a loan fund for accounting
students. If a recipient teaches for four years after graduation, the
loan is cancelled. The purpose of the program is to influence young
people to enter the field of accounting.
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HIS LEGISLATOR

The Honorable John L. O’Brien, CPA, Majority Leader,
Washington House of Representatives.
speaker:

You are assembled to improve the standards of the accounting
profession through legislative action, to determine whether account
ancy laws are adequate to meet the challenging needs of today, to
learn about the new trends of accountancy legislation, to explore
mutual problems, and to develop long-range legislative programs.
The achievement of legislative objectives requires strong and co
ordinated efforts by many dedicated individuals. It is not easy to
pass legislation because licensing proposals are viewed by legisla
tors with suspicion.
This is because legislation might be enacted for the benefit of
a special group rather than of the entire public. Lack of time for
legislators to review all aspects of such legislation contributes to
this feeling. It is most difficult for a legislator to be fully informed
on all the bills which must be handled in a given session, particu
larly if the legislature does not meet annually.
To be successful in having legislation enacted, the sponsors must
establish a sound base of public and educational relations with
legislators. This requires planning and organization.
Many legislators have no actual knowledge of the services ren
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dered by certified public accountants. Perhaps the legislator’s only
exposure to the accounting profession occurs when an accountancy
bill is introduced and the CPA society submits information on the
need for its passage. The legislator who is a member of the com
mittee considering the legislation will observe the leaders of the
accounting profession making their presentations. If the legislator
is a professional person or a businessman, the situation is different
because he has had actual experience with the accounting profes
sion. It is not difficult to convince such legislators of the need for
accountancy legislation.
CPAs have an opportunity to strengthen their relationship with
their state legislature by showing an interest in the individual
legislator’s problems and by asking what they can do to improve
the stature and image of the legislature. Most legislative assemblies
are in need of improvements in their internal operations and fa
cilities.

The Citizens Conference
There was formed recently a Citizens Conference on State Legis
latures, dedicated to the improvement of state legislatures. It com
prises leaders from business, education, labor, agriculture and other
fields. This conference is a nonprofit, nonpartisan, tax-exempt or
ganization supported by grants from private foundations and from
business and labor. It encourages, supports and assists in the or
ganization of state citizen committees to examine their state legis
latures and recommend changes and improvements.
The demands on state legislatures have increased dramatically in
recent years. State government has become big business with re
sponsibilities which have increased more rapidly than the domestic
responsibilities of the federal government; yet the legislative branch
has made small progress toward meeting the obligations and chal
lenges which confront us in our rapidly changing society.

The Jeffersonian Ideal
In part, the inability of our state legislatures to keep pace with
the growth and complexity of our modem urban society is traceable
to the circumstances in which our legislative bodies were conceived.
Thomas Jefferson, who had so much to do with shaping our form
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of government and who contributed so much to human freedom,
had a vision of America as an agrarian society — a nation of gentle
men farmers. His model American would till the fields by day, im
prove his mind by study and learned discourse in the evening, and
for a few weeks during the winter of each year, when it was too
cold to plow, he would travel to the seat of government, there to
meet with his peers and enact just laws.
Unfortunately, this concept of legislative government has failed
to keep up with the advance of time and technology. For, while we
have become a complicated and urban society, our legislatures
remain geared to face the problems of Jefferson’s day. As Charles
S. Rhyne put it, we continue to try to solve “space-age problems
with horse-and-buggy methods.”
Public reluctance to support necessary legislative reforms can be
attributed to our Jeffersonian concept of citizen-legislators. Another
factor is the view — although it is a view that is becoming less
prevalent — that politicians are of a breed that is less than desirable.
I am reminded of John F. Kennedy’s observation that “Mothers
still want their favorite sons to become President as long as they
don’t become politicians in the process.”

The Art of Politics
I am further inclined to agree with John F. Kennedy’s assessment
that the American people do not fully comprehend the pressures
of the political process nor do they appreciate the art of politics.
The essence of the legislative process is the reconciling of the views
and positions of highly individualistic members representing vastly
different constituencies. This usually means long deliberation be
fore a decision is reached.
Recently there was published in The National Observer an article
entitled: “State Legislatures: Are They Worth Saving?” It began
as follows:
State legislatures ought to be abolished. They are ineffective,
inefficient and archaic. They are disorderly, inept and costly. They
are largely irresponsible and too often corrupt. They are arenas for
rascals, clowns and opportunists.
If all this sounds ill-tempered and outrageous, it is meant to be
both — ill-tempered because many people who know the value of
state legislatures seldom speak bluntly, and outrageous because it’s
24

John L. O’Brien
THE CPA AND HIS LEGISLATOR

about time that somebody besides the political scientists, the poli
ticians and the journalistic muckrakers began paying some serious
attention to state legislatures.

One of the most critical problem areas in American government
today is the impact of population growth and of the demand for
increased services. This causes pressure on state and local govern
ments. These have now become big government. They employ some
six million people and spend well over 60 billion dollars a year.

Importance of Legislatures
How well state and local governments face up to their growing
responsibilities depends on the state legislatures. Everything at this
level of government revolves about the legislature, which not
only sets public policy for the state, but determines much of the
structure and working mechanism of local government as well,
within the framework of the state constitution. Any effort to up
hold and improve local and state government must center on our
fifty state legislatures.
The legislatures hold the purse strings for and determine the
tone and scope of public programs in education, mental health,
social welfare, highways and recreation, among other matters. Of
increasing recent importance has been the role of the legislatures
in defining the application of federal programs in such fields as
housing, public health and welfare.

Where Reform Is Needed
The times clearly require state legislative machinery geared to
the job, with modern procedures and lawmakers of the highest
competence. Something must be done to set in motion a process
of improvement. The following are the areas most in need of at
tention:
1. Compensation. Most people who have considered the ques
tion appear to agree that the compensation of legislators in
most states is not even remotely commensurate with the im
portance of their function as lawmakers. While compensation
levels have been increased in many states in the last five
years, there are still sixteen states which pay per diem allow
ances rather than salaries. The median annual salary for the
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other thirty-four states is between $2,000 and $2,400. Inade
quate expense allowances still prevail in most states. The fol
lowing are illustrative of the low pay levels still in effect for
the legislative biennium: New Hampshire, $200; Utah, $1,300;
Maine, $1,600; and Virginia, $1,800.
2. Staff Services. The effectiveness of many state legislatures is
hampered by a lack of adequate staff facilities. This shows up
in many ways —• from the lack of a stenographer to the ab
sence of a professionally trained committee staff to research
issues and help with the drafting of bills. It seems clear that
if the legislative branch is to uphold its position as a fully
co-ordinate arm of state government, it must be equipped to
give able analysis to the great mass of proposals and support
ing documentation directed to it by the executive branch.
3. Working Conditions. Physical housing of the legislators also
has an important bearing on the matter of public esteem. It
is an exception for a legislator to have a private office unless
he is a committee chairman or has some other leadership
position. Typically, legislators either have communal offices
or have no offices. They often are reduced to looking at their
mail and conducting their business in their seats in the cham
ber or standing in the corridor. Obviously, such “working
conditions” provide no fit setting for studying legislation or
conducting discussions with constituents or colleagues.
4. Informal Services. Informal channels surrounding the lawmaking process need to be improved in many states. There
are states, for example, in which bills are not reproduced until
it is too late for those who have an interest in them to record
their views. In some states it is virtually impossible for an
interested citizen or organization to get a copy of a bill at
any stage of its progress through the legislature.
5. Organizational Matters. New interest should be focused on
whether organizational and procedural improvements are
needed in state legislatures. Constructive attention should be
paid to such matters as the frequency and duration of legisla
tive sessions, pre-filing of bills, and co-ordinated use of in
terim and joint committees.
Many legislators see the need for reform. They are restrained,
however, by concern for adverse public reaction. When the tone
of voice of the television or radio news reporter and the slant of the
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editorial in the daily paper characterize a proposed pay increase
for lawmakers as just another case of their dipping into the public
till, the legislators’ enthusiasm for the measure is necessarily dam
pened.

What Needs to Be Done
To achieve the ideal situation for a legislature’s effectiveness the
following should be done:
► Build an office building for legislators, adequately staffed with
clerical, secretarial and administrative personnel to aid in maintain
ing records, correspondence and liaison with the state departments.
► Provide full-time research assistance to the major standing
committees, particularly the finance committees, to wean the legis
lature away from dependence on the administration and lobbyists
for information.
► Hire administrative help for party leaders in both houses to
aid in forming majority and minority policies.
► Double the staff of the legislative interim committees to en
sure the most thorough and wide-ranging study of problems and
issues during and between sessions.
► Encourage use of the latest technical aids to speed up proc
essing of and access to sources of information.
► Establish apparatus for a bipartisan, continuing legislative
analysis and audit, with periodic reports, of the executive budget
and departmental spending.
► Reduce the number and size of legislative committees.
► Provide for annual sessions of the legislature, because biennial
sessions result in other legislative woes, namely:
1. Diminution of legislative power and influence in state affairs
and policy making. The executive branch gradually has as
sumed more and more of these functions, particularly in the
legislature’s absence.
2. Accumulation of major, unresolved issues that overload the
agenda.
3. Stretching of sessions far beyond the limits of endurance and
efficiency.
4. Encouragement of the notion that lawmaking is a part-time
job requiring only part-time attention.
5. Necessity of calling hurry-up special sessions, with agenda
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dictated by the governor and conducted in an atmosphere of
general bemusement, to deal with issues that deserve calm
reflection and study.

The Role of the CPA
Certified public accountants, by recognizing the need for legis
lative reform and by co-operating, can be of great assistance be
cause (1) this is an area that needs better public understanding
and support, and (2) CPAs are in a good position to be of invalu
able help because of their technical knowledge and understanding.
By participating in this program, certified public accountants can
be involved in a great mission which would be deeply appreciated
by the citizenry, legislators and all those interested in more efficient
and effective means of operating state legislatures.
This kind of public service would be a real step forward in the
CPA's relation with the legislature.
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IMPACT OF THE
COMMON BODY OF KNOWLEDGE
ON STATE LEGISLATION

speaker:

Guy W. Trump, CPA, Director of Education, AICPA.

I must begin with a disclaimer.

Since there has been appointed a
committee to review standards of education and experience for
CPAs in the light of the Common Body of Knowledge Study, what
I say represents my own speculation about what the implications
may be. It is certainly not my role to second-guess the committee,
and I am not stating any policy of the Institute.
We cannot really consider the implications of the study unless
we have as a starting point some idea of what the study says. It
may be helpful if I outline the points covered in the study.
First, it was the objective of this study to determine the knowl
edge which the CPA must have at the outset of his career in order
to provide the public with service of the minimum scope and
quality which the public needs and has a right to expect.
The second objective was to define the knowledge and intellec
tual habits which the beginning CPA must have in order to be able
to keep pace with the growth of general knowledge of the profes
sion in the next generation and to work into one of the present
or future specialties of the profession.
Even in the statement of objectives of the study, there was a
realization of the change which is taking place and which can be
expected to take place in the next generation. This has implications
for legislation which I will touch on later.
The study goes on to discuss the procedure which was followed.
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Since there was no well-defined approach to a study of this
sort, several avenues of investigation were explored. The study
director and his associate engaged in discussion with many knowl
edgeable people within the profession and without. They reviewed
the current and past catalogs of a sample of business schools. They
also distributed a deck of subject cards which made it possible
for them to compile some composite ratings of opinions of CPAs
and other professionals on the importance of some of the subjects
to the new CPA.
Finally, by means of an extensive questionnaire, they gathered
data about the changes that are taking place in the accounting
profession. I will review only the main points of this information.

Wider Range of Services
One predominant trend in public accounting practice is toward
a wider range of services provided for clients. There are also
changes in auditing techniques and in the characteristics of the
professional staff. Overall, the percentage of fees derived from
auditing services has increased. Unqualified opinions on the fair
ness of financial statements are being given more frequently, but
there is less detail checking by the auditor and more use of sta
tistical sampling techniques. More time is being devoted to review
ing the system of internal control.
A broad range of tax accounting services is performed by a large
majority of the firms. Revenue from this source is less than that
from auditing, but it is still substantial. Write-up services show
some decline but management services are increasing, both as a
source of revenue and in the variety of services performed.

Changes in Staff
Paralleling the changes in services performed are changes in the
characteristics of the professional staff. The educational level is
moving higher with a significant increase in the number of bache
lor’s degrees and a lesser increase in graduate degrees. Larger
proportions of the staffs of public accounting firms are CPAs and a
larger proportion holds a rank higher than senior.
More and more firms are participating in the staff training and
professional development programs of the professional societies.
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And among the firms offering internship programs, a wide variety
of subjects is covered, with taxation, auditing and accounting prin
ciples predominating.
Before discussing the conclusions and recommendations of the
study, I should say what the study is not. As teachers or practi
tioners, we are close to the changing currents, to the innovations.
Therefore, no one here thinks that the study has made any startling
discoveries about the kinds of knowledge relative to accounting.
Nor do I believe that anyone here wants to see an all-purpose cur
riculum which we can follow blindly. The Common Body recom
mendations are not in the nature of a curriculum. The task was to
determine the body of knowledge, not to say how to acquire it.
Let me tell you what the study is. It can best be described as an
evaluation of trends and perspectives and an attempt to relate
these to the CPA of tomorrow. What is being presented is not an
inventory of facts, but an orientation to learning.

Tomorrow’s CPA
The CPA of tomorrow, as he has always done, will operate in a
certain socio-economic environment and perform a multitude of
functions within this environment. To understand his relationship
with his environment, the beginning CPA must possess a body of
knowledge that is inter-disciplinary in character. And since his en
vironment is changing, he must be prepared for change. He can’t
survive with a handbook of facts and methods; he must have under
standing.
The recommendation is that he have a conceptual understanding
of the broad areas of knowledge relevant to his role in society. And
the discussion of specific topics should be viewed only as exempli
fication of the kinds of things the beginning CPA should under
stand.
I’d like to discuss the recommendations in the sequence of gen
eral knowledge, semi-technical knowledge and technical knowledge.
As for general knowledge, I think you will be interested to know
that while the participants in the card deck experiment expressed
widely differing opinions on many of the topics, an overwhelming
majority concurred in the importance of written and spoken Eng
lish and gave this the first place of importance.
This is not strange, of course, since accounting itself serves as a
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means of communication. To quote the authors, “Whatever a CPA
may do in behalf of his clients, the end results must always be
communicated, usually in writing, sometimes orally. However com
municated, it is essential that there be clarity and specificity un
blemished by incoherence, disunity or ambiguity, untarnished by
grammatical, syntactical or rhetorical errors.”
They say further, “We have sought to recognize this essential
role of written and spoken English by declaring that those who
cannot perform above a minimum threshold should be denied ad
mission to the profession.”
And their recommendation on this score is not tempered by any
technical competence that the candidate might demonstrate.
Speaking further about the humanities, the authors say “. . . the
humanities are the hallmarks of cultivated men and women and we
can express the strong hope that beginning CPAs will of their own
volition pursue culture as it is exemplified in these areas of learn
ing.”

Logic and Ethics
But the authors do single out for specific mention the study of
logic and ethics. “Beginning CPAs must have sufficient knowledge
of logic to demonstrate capability. Certainly, nearly everything
done in future professional practice will be bound by the tenets of
logic, for which understanding will be essential.
“Ethics, while more elusive to impart and to ascertain, is com
parably fundamental. If there were not ethical foundations for the
profession there would, in fact, be no profession. Beginning CPAs,
we believe, should know these ethical precepts, not in the manner
of dogma or catechism, but in full understanding of their signifi
cance to their own futures, as well as to the future of their pro
fession.”
The authors insist that the new CPA should have extensive knowl
edge of economics, both macro-economics and micro-economics, but
with greater emphasis on the latter. Since the raw materials of
accounting are economic events and the products of accounting are
used to make decisions and to formulate policies operative in the
world of economics, I doubt that there will be any disagreement
with this recommendation.
The other area of the social sciences with which the authors
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have great concern is the behavioral science area encompassing
psychology, sociology and anthropology. The authors’ concern in
this area is that CPAs work in and for organizations and that an
understanding of the nature of organizations and of the behavior
of the people who make them up is essential. The insights that
behavioral science research is currently lending to the development
of the management process are also of value to the CPA.

Functional Areas
Quite logically, the authors believe that the CPA of the future
should be knowledgeable about the functional areas of business.
There is no reason to believe that tomorrow’s CPA will have any
less need to be acquainted with the institutions that comprise the
financial community, with the nature of production or with the
machinery of product distribution. He should know what the real
world of business is like, and not rely on what is covered in a
survey course — he ought to have an understanding of typical busi
ness problems and the factors that are relevant to typical business
decisions.
The authors’ position with respect to law and, specifically, busi
ness law is unequivocal. The very existence and measure of assets
and liabilities often depend largely on legal relationships. Legal
documents and commercial papers often comprise much of the
evidence which enables the CPA to carry out his audit function.
Organizations are increasingly being subjected to various kinds of
government regulations and these involve an understanding of the
philosophy of the law, its jurisdiction and its requirements. Essen
tial areas include security laws, rate-making statutes and, above all,
taxation.

Impact of the Computer
If there was one thing which gave impetus to the study of the
Common Body of Knowledge, it was the recognition of the pace of
change. Insofar as CPAs are concerned, a significant factor in that
pace of change was the advent of the computer. In fact, the authors
say, “Every CPA sooner or later will feel the impact of the elec
tronic digital computer on his professional practice.”
They say further, “Our concern with the CPA’s obligation to
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review the system of internal control with his need to modify his
auditing methods to conform to computerized systems and with
his increasing activity in management services prompts us to make
the following recommendations for inclusion in the Common Body
of Knowledge.
“1. The beginning CPA should have basic knowledge of at least
one computer system. This implies a knowledge of the func
tions of the component parts of the general capabilities of
the system and the more universal terms associated with the
computer.
“2. He should be able to chart and diagram an information sys
tem of modest complexity. This means he should be able to
comprehend the procedural steps in a system and utilize
basic diagram symbols that describe the system thoroughly
and precisely.
“3. He should have a working knowledge of at least one com
puter language. And if he is to adequately take advantage of
the potentialities of the computer, the CPA needs to have a
greater knowledge of quantitative techniques than has been
true in the past.”
This leads us to a consideration of mathematics, statistics and
probability, and the authors’ recommendations in regard to these
fields. They say, “Tomorrow’s CPAs must have the same feeling for,
understanding of and facility with the symbols of mathematics that
they have always had with numbers, the symbols of arithmetic.”

A Mathematics Curriculum
The authors emphasize that they are more concerned with con
ceptual understanding than with procedural skill, and that topical
knowledge within the quantitative areas is secondary to a feeling
of ease with symbolic notations. But the authors endorse the pro
posed curriculum of the committee on the undergraduate program
in mathematics, a group of mathematicians who have been study
ing the issue for some time. By this endorsement, the authors give
support to the study of probability, differential and integral calcu
lus, linear algebra, numerical analysis, differential equations, com
putation and the statistic sequence as is outlined in that CUPM
program.
I have saved the discussion of accounting until the end. The
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authors discussed the topic under four headings — functions, con
cepts, application of concepts, and methods and techniques.

Functions of Accounting
With respect to functions, the authors say, “It is our opinion
that the beginning CPA cannot perform his role intelligently with
out a thorough knowledge of the functions of accounting. He must
know who utilizes its products, the nature of the decisions to be
made and, specifically, how accounting can facilitate this process.”
In short, the CPA must understand accounting as an integral part
of the decision-making process.
With respect to taxes, the authors feel that the beginning CPA
need not be a tax expert, but he should at least understand the
nature of the various taxes, upon whom they are imposed, the tax
base, the general range of rates and any important characteristics
or peculiarities. But because of its peculiarity and its broad appli
cability, he should have a more detailed knowledge of the federal
income tax.

Accounting Concepts
With respect to the concepts of accounting, the authors do not
believe that the beginning CPA needs to be an expert theorist, but
they feel that he should possess a good knowledge of accounting
theory, the various approaches to asset measurement, the recogni
tion of liabilities and the concepts that comprise periodic income
measurement. He should know what is meant by the expression
“generally accepted accounting principles,” the principles them
selves, their applicability, their limitations and the conflicts involved.
Furthermore, his knowledge of accounting theory should not be
limited to those principles and practices that are generally accepted.
Since communication is an intrinsic part of the accounting proc
ess, the CPA must know how to present data in such form as to be
readily understandable and of maximum utility. He must also be
concerned with the characteristics of information systems that tend
to minimize the time elapsing between initial input and useful
communications.
The beginning CPA must be familiar with the ways in which
accounting information is made reliable. The principle of objectiv
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ity must be known, as well as its application and limitations. The
CPA should also understand how the employment of statistical
inference can improve reliability through sampling techniques. And
inseparable from the audit scope itself, the concept of internal con
trol and the many ways it may be achieved should be a fundamental
part of his knowledge.
The auditor must be qualified through his technical competence,
his independence and his personal stamina. The beginning CPA
must know the codes of professional ethics, not just as a collection
of rules, but as a philosophy of good professional behavior. Audit
methodology is not a set of programs to be committed to memory,
but it is a body of ideas that must be comprehended so that the
auditor can create his own audit program to fit the need of his
assignment.
Now, with respect to application of accounting concepts, the
authors have stated that the Common Body of Knowledge must be
conceptual.

Asset Measurement
Before dealing with asset measurement, one must understand
what constitutes an asset. But this is not enough for one who is to
perform a professional service. He must also be familiar with the
kind of assets he can expect to encounter, their characteristics and
their problem areas.
For example, collectibility is a factor that is uppermost in the
valuation of receivables, whereas alternative cost flow is a key
factor of inventory presentation. Both receivables and inventory
share the general characteristics of all assets, but each evokes prob
lems peculiar to its own nature.

Classes of Liability
Similarly, each of the many classes of liabilities and equity in
volves special considerations which must be understood by the
beginning CPA. The kinds of formal organization which CPAs
encounter also possess certain general characteristics which are
unique to each class.
The concept of limited liability is essential, of course, to the
corporate form. And since the partnership is conceptually quite
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different from the corporation, the CPA must be familiar with those
features which distinguish partnerships from other forms of organ
ization.
Reference was made to inventories and their costing procedures,
but, in the case of manufactured inventories, costing becomes vastly
more complex, embracing the field of cost accounting. The begin
ning CPA should have knowledge of the application of accounting
concepts to production. He should be familiar with such things as
cost allocations, cost centers, burden distribution and standard
costs. His knowledge should embrace not only the procedures them
selves, but also their basic concepts, rationale and limitations.

Methods and Techniques
What about methods and techniques available to the CPA? As in
any profession, accounting has numerous methodologies to carry
out its functions and while there is no need to be a skilled book
keeper, machine operator or mathematician, the beginning CPA
must understand the nature, uses and limitations of the methods
and techniques that are available to him and these range from the
basic debit-credit structure to complex data processing equipment
and include the various quantitative techniques.
I think it becomes obvious that tomorrow’s CPAs will have to
acquire a great deal of knowledge. The authors conclude that CPA
preparation will have to include graduate study. But they say, “In
the last analysis, it isn’t the quantity of knowledge that is im
portant, but its orientation. Namely, the CPA must understand his
function, his capabilities, his environment. He must be able to
employ suitable methods and techniques, but he must also know
the rationale behind them and their limitations.”
This is the report in summary. With this behind us, we can
consider some of the possible implications of the study for state
legislation.

Legislative Implications
The overriding emphasis of the report is that the practice of ac
counting will require an inter-disciplinary kind of education. The
authors are careful to avoid, in all cases but one, a specification of
where the beginning CPA should get his knowledge. The one ex
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ception is in the area of mathematics, statistics and probability.
Because of the sequential nature of this knowledge, the authors
believe it is best learned in the formal setting of the academic
world.
If we require an inter-disciplinary kind of education, it becomes
apparent that technical proficiency in the methods and techniques
of accounting will not be enough, if in fact they ever were. Further,
the one certainty about the uncertain future is that it will be dif
ferent. CPAs individually and as a profession will have to adapt to
change.

Dangers of Specification
These conclusions about the future force me to the further con
clusion that any new CPA legislation will have to recognize the
broadened and changing nature of preparation for the profession. I
believe that legislation or regulations that specify that the CPA
candidate will have to present evidence of having completed
courses A, B and C, carrying credit of X, Y and Z hours, are even
today totally inappropriate. They will certainly be more so in the
future. This kind of specification, I think, has at least two undesir
able consequences: It tends to discourage experimentation and
improvement in curricula necessary to keep pace with changing
conditions, and the standards established tend to become a ceiling
rather than a floor.
Legislation in some of the states specifies the areas in which the
CPA candidate is to be examined. And I think it probable that the
broadening nature of the practice of accounting will cause the
examination to be similarly broadened.
Let me close by reminding you that accounting is a dynamic and
growing profession requiring the best young minds that are avail
able. Let’s not discourage them from entering our profession by
legislation or regulations that impose unnecessary barriers.
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Andrew Barr, CPA, Chief Accountant, Securities and Ex
change Commission.

speaker:

The wide variety of our state accountancy laws has been a matter
of considerable interest to me for many years —in fact, since I
obtained my certificate. In the last twenty years my concern with
the problem has been related to the requirements of the securities
acts and regulations for financial statements certified by indepen
dent public or certified accountants and the need to recruit com
petent accountants to make critical examinations of such statements
filed with the Securities and Exchange Commission.
*
To comply with the concept of full disclosure, I should add that
my interest in the subject is broader than my direct concern with
good administration of the securities acts. As one of the founders
of the Federal Government Accountants Association in 1950, I have
maintained a continuing interest in its efforts to improve the qual
ity of accounting and auditing work in the federal government.
This year I am serving as chairman of the Association's standing
committee on co-operation with other professional organizations.

*The Securities and Exchange Commission, as a matter of policy, dis
claims responsibility for any private publication by any of its employees.
The views expressed here are those of the author and do not necessarily
reflect the views of the Commission or of the author’s colleagues on
the staff of the Commission.
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I am, therefore, particularly pleased to be invited to participate in
this conference on state legislation.

The New D.C. Law
A significant and well-timed event occurred last month in Wash
ington when the “District of Columbia Certified Public Account
ancy Act of 1966” (Public Law 89-578) was passed by Congress
and signed by the President on September 16. This is the culmina
tion of much hard work by agencies of the District of Columbia
government and the D.C. Institute of Certified Public Accountants.
Christopher J. Moran, a member of the AICPA committee on
state legislation and of the D.C. Institute Board of Governors, and
others too numerous to mention, played an active role in bringing
this legislation to a successful conclusion. The D.C. law was in
need of revision on a number of counts, but the one of most con
cern to accountants in the federal government was to obtain rec
ognition of accounting and auditing experience in the government
as qualifying for the certificate. This has now been granted.
The new law strengthens the educational and experience require
ments by adding the following section:

(c) Commencing with the effective date of this Act, the Com
missioners may, upon recommendation of the Board of Accountancy,
accept for any required year of certified public accountant employ
ment as set forth in subsections (b)(1)(C), (b)(2)(C), and
(b)(3)(C) of this section, one and one-half years of actual and
continuous experience of any person (1) in auditing the books and
accounts of other persons in three or more distinct lines of com
mercial business in accordance with generally accepted auditing
standards; or (2) in a combination satisfactory to the Board of the
experience described in (1) above together with auditing the books
and accounts or activities of three or more governmental agencies
or distinct organizational units in accordance with generally accept
ed auditing standards and reporting on their operations to a third
party, to the Congress, or to a state legislature; or (3) in reviewing
financial statements and supporting material covering the finan
cial condition and operations of private business entities to de
termine the reliability and fairness of the financial reporting and
compliance with generally accepted accounting principles and ap
plicable government regulations for the protection of investors and
consumers. Nothing in this subsection shall be interpreted as pre
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eluding consideration of government experience for recognition un
der this subsection.
As you might expect from this language, representatives of sev
eral agencies had a hand in recommending this new provision.
The FGAA committee which I mentioned and its predecessor
have included representatives of the major agencies which employ
accountants at a professional level engaged in administering laws
requiring certification of financial statements or compliance with
prescribed accounting regulations by private, commercial, indus
trial, financial and utility companies. Others employ large audit
staffs engaged in required audits or examinations of the books of
private companies as well as of government corporations, depart
ments and agencies. Those in government believe that all of this
work is of professional caliber and requires well-trained personnel.
Some of these staffs are recruited from professional ranks, but the
needs of the larger agencies are such that juniors are required in
the same way as in the public profession and private industry. This,
of course, requires the development of well-planned training pro
grams, some of which include specific preparation for the CPA
examination.

The CPA in Government
I’d like to say a word about why accountants in government feel
that they should acquire a CPA certificate. Although a few dissents
have been voiced by some articulate accountants in government,
my committee supports the proposition that the CPA certificate is
the desired evidence of competence in accounting.
The profession in a hundred years has built up the idea that the
work of the public accountant is based upon the concepts of in
tegrity and independence. We may have differences of opinion on
many matters and differences in judgment may lead to different
conclusions on the same facts, but we would not admit that these
differences reflect any breach between us on the grounds of integ
rity or independence. On these points only one standard can apply
whether we are in public practice or serving the public as govern
ment officials. Accountants in the federal government believe that
the public expects from them the same professional standards that
they have been educated to expect from accountants in public
practice.
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Some practitioners ask, "Why do you in government need a CPA
certificate? You are not in practice. If you leave government and
enter practice, that is the time to take the examination.” As for
the need of a CPA certificate, it has been my experience, and that
of others, that a government accountants authority is more readily
accepted by practicing certified public accountants, lawyers and
corporation executives if he is a CPA. Government accountants are
called upon to prepare and sign affidavits regarding accounting
matters, and to appear as experts before Congressional committees,
government boards, commissions, grand juries and the courts. The
CPA certificate is evidence of expertise in accounting and is an
added advantage for any accountant, however competent.

Timing the Examination
On the matter of when to take the examination, without quoting
statistics, I believe it has been established that the best time is
promptly after completion of the necessary studies and a short
period of experience. Both, I believe, can be gained either in public
practice or in government if both classes of employers provide the
opportunity for study and supervised on-the-job training. We think
both are provided in government agencies.
Any observer of the government scene must have noticed that
migration of accountants is in both directions. There is a tendency
to think that the grass is greener on the other side of the fence.
I would agree that we need some infiltration from professional
practice — particularly in my own agency where the number of
accountants is small and there is a limited opportunity for employ
ment of juniors. I think you will agree that the profession finds
special skills among government-trained accountants. This is be
coming increasingly apparent as public accountants are performing
audits for government agencies with a corresponding increase in
necessary specialized skills. Would not progress of these migrants
be better if they moved to public practice with the CPA examina
tion behind them?
Government accountants in the various agencies and departments
concerned with this problem of recognition of accounting experi
ence gained in government work have analyzed their accounting
and auditing work in the light of recognized professional standards
and believe that these are met in full measure. In fact, we believe
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that any impartial observer would conclude that great strides have
been made in the last twenty years. I draw upon these studies for
the following comments.

Government Accounting Standards
One of these comprehensive studies was summarized for eleven
departments and agencies in terms of the attest function, the use
of generally accepted accounting principles, and the use of gener
ally accepted auditing standards.
Atomic Energy Commission auditors issue certificates with re
spect to examinations of AEC contractors and their own field of
fices, and the agency’s Annual Financial Report, a public document,
is addressed to AEC Commissioners, Bureau of the Budget and
Congress. The work involves an evaluation of systems of internal
control, the accounting and reporting system, cost distribution and
product cost accounting, and other matters.
The Civil Aeronautics Board auditors attest to adherence of the
carriers to economic regulations in addition to those of a financial
or accounting nature and the reliability of financial presentations.
This is based upon analysis of financial statements, evaluation of
financial management policies, procedures and practices, internal
controls and review of accounts, records and reports, and special
investigations. The work involves tests of transactions and develop
ment of audit evidence through analysis, inspection, observation,
interview and confirmations and documentary evidence, all in
compliance with written audit guidelines.
The work of the military contract audit agencies now combined
under the Defense Contract Audit Agency must be well known to
the profession. The director of this agency has summed up its work
in a recent publication of FGAA entitled "Opportunities for Ac
countants in Federal Financial Management” (see The Federal
Accountant, Spring 1966):
Audits are performed by DCAA in many of the largest industrial
corporations, educational institutions and research and develop
ment organizations in the United States. Our auditors examine and
report on costs incurred or estimated by contractors in the per
formance of defense contracts.
We use a variety of training, counseling and development media
and methods in indoctrinating new auditors, keeping staff members
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informed of new developments in the accounting profession, and
preparing them for positions of higher responsibility.

Audits of contracts and financial records by both the Bureau of
Public Roads and the Maritime Administration involve the applica
tion of generally accepted accounting principles and generally ac
cepted auditing standards. The auditors function independently of
the procurement and negotiation functions and the audit reports
are used by third parties in determining amounts to be paid.

Opportunities in Government Accounting
Other important agencies are shown in the FGAA’s booklet
“Opportunities for Accountants in Federal Financial Management.”
This is an updating of material first published under the same title
ten years ago. The material was prepared for the benefit of college
and university students and has the hearty support of John W.
Macy, Jr., Chairman of the U. S. Civil Service Commission. Two
paragraphs cover important agencies not previously mentioned:
The Internal Revenue Service audits the tax returns and the books
and records of individuals and firms engaged in all types of busi
ness. Special investigations of many kinds are conducted by the
Federal Bureau of Investigation, the General Accounting Office, the
Post Office Department and the inspection and internal audit staffs
of most other agencies. The General Accounting Office reviews the
operations of agencies throughout the government.
In still other fields of accounting endeavor, regulatory commis
sions prescribe the accounts, review the financial reports and con
duct investigations of public utilities. The Comptroller of the Cur
rency in the Treasury Department examines all national banks. The
Securities and Exchange Commission and the Federal Trade Com
mission review the financial reports of and conduct inquiries into
individual corporations and entire industries.
These remarks are intended to encourage discussion of an aspect
of CPA legislation, the importance of which is well expressed in a
letter from the president of FGAA to the president of AICPA in
October 1964. The exchange of correspondence and editorial com
ment about it may be found in The Federal Accountant, Winter
1964. I quote two paragraphs from the letter of James L. Thomp
son, Jr., to Thomas D. Flynn:
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We believe the public will be better served if there is a corps of
well trained accountants in government who have demonstrated their
fitness for advancement in accounting by attaining the CPA certifi
cate. This is evidence recognized by the public as well as the pro
fession. As the attest function is extended to reports required by the
agencies of government, the results should be reviewed and judged
by government employees who can command the confidence of
those whose work is subject to review.
Many government agencies employ staffs of a size comparable to
or exceeding the larger public accounting firms. Training can begin
at the junior level which should include an opportunity to take the
CPA examination. We have heard that some accountants oppose
this in the belief that this will result in competition for good men.
We agree that this possibility exists and admit that some good pros
pects are lost to the government when the candidate learns that his
work in the government may not be accepted as qualifying for the
CPA certificate. We believe that maintaining this barrier is short
sighted policy. Well-trained government employees migrate to pri
vate employment. In the field of accounting, possession of the CPA
certificate would facilitate this movement, which is in the best
interests of the individual and ultimately of the profession. Equity
requires that this be made possible.

It should be clear from this brief survey that much of the ac
counting and auditing work in the federal government is in con
junction with the work performed by members of the profession in
private practice.
Mr. Lyman Bryan, AICPA’s director of its Washington Division,
in remarks at a seminar conducted last month by the Maryland
Association of CPAs, stated that in 1966 “. . . more than 40,000
institutions of one kind or another are independently audited in
over fifty programs of about twenty-five federal agencies. This
compares with about 12,000 such audits just five years ago.”
The government accountants who review the results of this work
and who do work of similar quality should have their training and
experience recognized by all states as qualifying experience for the
CPA certificate.

Discussion
After the talks of Messrs. Trump and Barr, the Conference was
divided into six groups to discuss the educational and experience
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requirements for certification. The discussion leaders and secre
taries later made written reports to the Conference chairman re
garding the principal points discussed in their groups. A summary
of these follows.
► Many firms have difficulty in recruiting management services
personnel. When auditing is required as part of the necessary expe
rience, such employees cannot become CPAs and are consequently
barred from attaining partnership status.
► Government experience should be recognized but only on an
individual basis. A GS grade should not be written into the law or
regulations.
► Since CPAs are filing information with government agencies,
the profession should want CPAs on agency staffs so that their
work may be competently analyzed.
► When an agency accountant testifies before a Congressional
committee, his testimony has more credibility if he is a CPA.
► CPAs should consider carefully the purpose of the experience
requirement. Once this is determined, questions about the nature
and scope of the experience can be readily answered.
► A college degree should be required, but it is a mistake to
spell out course requirements in the law.
► CPAs might be required by law to take professional develop
ment courses.
► In view of the liberalization of education requirements, more
professional development courses may have to be offered as an
offset.
► Increasing education requirements may bring about a class of
super CPAs in twenty-five years. By then the technicians will have
been replaced by the computer.
► The bachelor’s degree as an educational requirement may
soon become defunct, since more and more colleges are closing out
their accounting and business courses.
► The profession must expand its work with the universities to
influence the nature and scope of their business and accounting
programs. The legal and medical professions exercise great influ
ence on their professional schools.
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STATE BOARD CODES OF ETHICS—
INTERPRETATION AND ENFORCEMENT

speaker: Brenton B. Bradford, CPA, President, California Society
of Certified Public Accountants.

Many years ago the American Institute prepared a model ac
countancy bill which was made available to all states and used by
many of them. This bill contained a provision granting the account
ancy board authority to make “rules of professional conduct ap
propriate to establish and maintain a high standard of integrity
and dignity in the profession of public accounting.”
This language was varied in many states. In six states the boards
are empowered by law to prescribe a standard of professional
conduct and define unethical practices. These are Florida, Idaho,
Michigan, Missouri, Utah and Wisconsin.
In Utah the board is empowered to define independence. In
Idaho, the board is empowered to define encroachment upon the
practice of another CPA.
In other exceptions to the standard form, the boards are given
broad powers to establish rules not inconsistent with the account
ancy act. There are five such states: Georgia, Iowa, Mississippi,
New York and South Dakota. There are other departures from the
standard form. In Montana, for example, the responsibility for the
establishment of rules lies with the University of Montana. In
Wyoming there is no explicit authority in the law for the promulga
tion of ethical rules.
This covers the standard or model form bill and the exceptions
to it. There are many jurisdictions, however, in which no code of
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ethics has been issued because of a lack of a statutory provision.
These are the District of Columbia, Illinois, Indiana, Louisiana,
Maine, Maryland and New Hampshire. One territory, the Virgin
Islands, has no code of ethics, but there is statutory authority for
issuing a code.
In discussing the types of rules promulgated by the boards of
accountancy I will describe those issued in California, because I
believe that the rules in that state are representative of rules
everywhere.

California’s Rule 58
One of the most important rules in California relates to account
ants’ reports. Known as Rule 58, it corresponds with the require
ments for accountants’ reports established under the Institute’s
Statements on Auditing Procedure No. 33.
If a CPA or a public accountant performs an examination, he
must express an opinion, either unqualified, qualified, or adverse, or
he must disclaim an opinion. On the other hand, when no examina
tion is performed, or when the auditing procedures are insignifi
cant, the statements with which the accountant’s name is associated
must show the notation, “Prepared without audit” on each page of
the statements.
I have had some experience in working with accountants’ reports
through service on a committee of the California board which in
vestigates problem cases.

Competitive Bidding
Another important subject covered in board rules is competitive
bidding. In California we have no rule on competitive bidding.
There are fourteen states or territories which do not have such a
rule because they either have no code of ethics or there is no
competitive bidding rule in the code. I mentioned earlier the states
which had no code of ethics because there was no statutory pro
vision for such code. Among the fourteen which have no competi
tive bidding rule but for which statutory provision is made are
California, Missouri, Nevada, New York and Puerto Rico.
Thirty-nine states do have a competitive bidding rule. Many of
them follow the AICPA rule, which reads as follows:
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A member or associate shall not make a competitive bid for a
professional engagement. Competitive bidding for public account
ing services is not in the public interest, is a form of solicitation,
and is unprofessional.
In some of the thirty-nine states, an accountant is prohibited
from making a competitive bid for an engagement, but is permitted
to furnish, on request, a quotation of rates and estimates of time
required for an engagement.
A special situation in Florida permits a CPA to make a competi
tive bid on municipal engagements under some circumstances, but
the board of accountancy must be furnished with a set of specifica
tions under which the bid was required. The circumstances gener
ally relate to competitive bids for accounting services as being
permissible if the charter of the municipality, as of June 13, 1956,
contained a specific requirement that public accounting services
be obtained only as the result of competitive bids.
There are other variations to the standard competitive bidding
rule. One is that proposals should be submitted with a provision
for voiding and withdrawing the proposal if it is to be considered
in competition with other similar proposals. Another variation is
the statement that solicitation of practitioners for service at a stipu
lated fee is indicative that other practitioners are being similarly
solicited. This serves as notice to the practitioner that, if he re
sponds, he is making a competitive bid.
In May 1966 the AICPA Council voted to recommend repeal of
the Institute’s present competitive bidding rule, Rule No. 3.03. At
the Institute’s annual business meeting in Boston in October, argu
ments were presented by many states for retention of the rule and
arguments were presented by others for its repeal. There is strong
feeling concerning the recommended action. Personally, I favor
repeal of the rule, and my viewpoint is supported by the California
Society of Certified Public Accountants, whose Board of Directors
has endorsed the change.

Other Ethical Rules
Other matters covered by board rules relate to the maintaining
of a confidential relationship, splitting of fees, incompatible occu
pations, solicitation, offers to another’s employees, contingent fees,
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advertising and forecasting. There are others, but rules on these
subjects appear in most codes of ethics.

Interpretation of Rules
Let’s talk for a moment about interpretation of the rules of con
duct. When a practitioner in California asks for clarification of a
rule, the question is submitted to the attorney general for an opin
ion. Similarly, the attorney general’s opinion is sought on interpre
tation of sections of the accounting act, as well as on rules of the
boards. Once these interpretations are made, they become dicta
under which the board of accountancy operates until some court or
higher authority upsets the interpretation.
As a part of enforcement, the rules are interpreted by the attorney
general, because the action he takes against a licensee depends on
his current interpretation or some previous interpretation.

Investigation of Violations
In California we have statutory provisions for investigation. The
board of accountancy is empowered to receive and investigate
complaints, to conduct hearings and to obtain information on any
matter involving a violation of the accountancy act. The authority
given the board concerning the conduct of the licensee is quite
broad. The board may even concern itself with moral issues, as
well as issues involving ethics or violations of the law.
The board may appoint administrative committees to undertake
certain of the detail work that constitutes investigation. The board
may also use investigators as an aid to the committees and to the
board in processing complaints.
There are two administrative committees — one for CPAs and
the other for public accountants — the membership of which com
prises CPAs and public accountants, respectively. They have au
thority to extend the investigation begun by the paid investigators
upon receiving the complaints. These committees do not usually
conduct hearings, though they have authority to do so. Instead,
they have interviews to which the respondents are invited. There
is no authority to compel the respondents to appear. After an ex
tension of the investigation and possibly a lengthy interview with
the respondent, the committee may make a recommendation to the
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board. This recommendation may be to refer the case to the attor
ney general for formal action, or it may be to close the investi
gation.
There are many reasons for closing an investigation. In some
cases the complaint turns out to be minor and possibly technical
and can be corrected with full understanding by the licensee at the
interview. In other cases, the necessity of preparing for the inter
view is an educational benefit to the licensee. Such preparation
may have demonstrated to him that, while he may have known
what he should have done in preparing his report, he was careless
in the use of words because of haste in getting the report finished.

The Hearing Process
However, if the committee recommends that the case be turned
over to the attorney general and the board accepts the recommen
dation, the following steps are then taken:
First, the attorney general reviews the case and the investigation
conducted, both by the investigators and the administrative com
mittees. He may then close the case upon his own authority if he
feels that he cannot collect adequate evidence for a successful pres
entation before a hearing officer. If, on the other hand, he decides
to proceed, he will prepare for a formal hearing.
The next step is a hearing before a state hearing officer. At this
hearing, the board of accountancy is represented by the attorney
general’s office and becomes, in a sense, the prosecuting agency.
The licensee may be represented by counsel, if he wishes.
There are three things the board can do with the hearing officer’s
recommendation. First, it can accept the recommendation without
change. Second, it can accept the recommendation but reduce the
penalty. Third, it can reject the recommendation. If it does this, it
notifies the respondent of its decision and requests him to ap
pear before the board and submit arguments. In this case, the
board will have reviewed all of the evidence previously pre
sented and when it convenes for the purpose of hearing the re
spondent, it becomes the original trier of the case, in possession of
all facts brought out before, and any additional evidence admitted.
The hearing is reasonably formal and the rules of evidence are
followed, but every effort is made to enable the respondent to
handle his own case if he so desires.
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If the board decides to accept the hearing officer’s recommenda
tion, or a reduction thereof, for disciplinary action and the licensee
is unhappy with the decision, he has the right within thirty days
to appeal for a reconsideration. At the appropriate time, he or his
representative meets with the board and presents arguments con
cerning the penalty involved.
Further, if the licensee obtains no relief, he may appeal to the
courts.
In California, the punitive measures which may be taken are a
fine of not more than $500 or imprisonment for not more than six
months for certain violations of the Act. They consist of suspension
or revocation of certificates for certain other violations of the Act.
Ordinarily, in the case of violation of the code of ethics, except in
those instances in which a person is convicted of a felony, suspen
sion of the license for a fixed period of time would be the punitive
measure indicated.
Under the California law, after a person has lost his license by
revocation, he is entitled to petition for re-establishment of the
license after one year. At the time of such petition, the board may
or may not grant the request. If it does not grant it, ordinarily a
waiting period of an additional year may be in order before the
former licensee is entitled to petition for reinstatement.
This discussion of codes of ethics, and their interpretation and
enforcement, does not answer all of the questions which may be
in your minds, partly because of the variety of situations covered
by the various accounting acts. I hope that, in the discussion which
follows, there may be time for those things you want to talk about.

Discussion
If the California hearing officer recommends that a case
be dropped, can the state board open it up?
question:

mr. Bradford: Yes, The hearing officer is not in a position to drop
charges, but he may render a decision which provides for no pen
alty. He may even render a decision which carries a penalty but
which suspends that penalty.
The board can reject that recommendation. When it does, it
then becomes the original trier of the case.

question:
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I am amazed at California’s elaborate enforcement sys

Brenton B. Bradford
STATE BOARD CODES OF ETHICS

tem. I would like to pose a question. Is most of the enforcement
effort directed toward the state’s 12,000 CPAs or toward its 20,000
public accountants?

Bradford: There are 11,000 CPA licenses and about 14,000
active public accountant licensees. I assume that the work of the
committees is just about proportional to those numbers.
mr.

California’s procedures seem unnecessarily elab
orate. In Pennsylvania, which has 6,000 CPAs, our work is com
parable to California’s, but we don’t have all these committees and
subcommittees and all the formality.
Is California unique in this?
same questioner:

Bradford: Not unique but practical. The board meets at least
six times a year and the members are paid $25 a day. The admin
istrative committees each meet about six times a year. These are
working meetings which take a great deal of time.
The qualification committee meets about eight times a year, and
it goes over hundreds of files reviewing the educational require
ments, the examination grades, the moral character of applicants,
and so on. To me the arrangement seems more practical than
elaborate. The board has simply delegated part of its work to
some one else.
There was a time up to about ten years ago when the board did
all of this work itself. The volume of work has now outgrown the
board’s capacity for it.
mr.

As a board member, I might say that having subcommit
tees is a great idea. We find it very successful.
member:

question:

About your investigators, are they full-time employees?

Bradford: Yes, we have two of them. One is in the north of
the state and tries to restrict himself to work up there and the
other is in the south. They are full-time investigators, people with
police experience.
mr.

question:

On whose payroll are they?

They are on the state payroll but paid out of
the accountancy fund.

mr. marincovich:

question:

How much are they paid?

mr. marincovich:

I believe $12,000 each a year.
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Do they just investigate cases that have been brought
to their attention or do they look for cases?

question:

mr. Bradford: Both. You know from the work of the practice re
view committee that it is difficult to get cases from banks, but
municipalities and other government agencies can make reports
available. So, among other things, the investigators call on all the
cities and the counties and look at the reports. If something war
rants further investigation, they obtain a copy of the report from
the appropriate manager, administrator or board of supervisors.

The people who hear these complaints are not courts of
law. I wonder if they have any immunity in the event the person
complained about chooses to go to court and prove his innocence.
question:

Bradford: The committee is immune and so is the board. In
addition, the proceedings of the committee are not published. The
respondent may bring anyone with him to the committee interview,
but no information is given to anyone but the board about what
took place in the committee investigation.
mr.

question: Our problem is that we must file a complaint with the
local district attorney. I understand you people file locally, is that
right?
MR. BRADFORD: Yes.

same questioner:

Do you issue license cards to your licensees?

Bradford: We issue a license that is a little large to be called a
card; it is designed to be shown on the practitioners wall.
mr.

Is there co-ordination with the California Society and
the state board of accountancy in investigating the hearings of the
violations of professional conduct?
question:

Bradford: Both operate independently. If the board is work
ing on a case, the society wouldn’t do anything with it at the
moment. This information is handled in a way which is almost
secret until a decision is reached. So the board doesn’t refer such
cases to the society.
The state society has a program for dealing with substandard
reports which has an entirely different perspective, and so it doesn’t
refer its ethics cases or its substandard reporting cases to the state
board either.
mr.
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COMPOSITION, DUTIES AND FINANCES
OF STATE ACCOUNTANCY BOARDS

Andrew P. Marincovich, CPA, Past President, California
State Board of Accountancy; Member, AICPA Board of Examiners;
Chairman, ACPAE Legislative and Regulations Committee.

speaker:

The accounting profession and the demands for accounting ser
vices have grown at a phenomenal rate. And while standards of
qualification for the CPA certificate have tended to keep pace with
this growth, much still remains to be done — particularly in the
area of achieving uniformity of standards. This Conference is evi
dence of the continuing activity toward the goal of high and uni
form standards for qualifying the CPA.
The two national organizations that are particularly interested
in advancing uniform standards are the American Institute of CPAs
and the Association of CPA Examiners. They have worked together
in the past — as in the preparation of the model rules by the
ACPAE legislative committee to accompany the AICPA Form Bill.
They are working together right now in the joint sponsoring of
this session of the Conference on State Legislation. And they will
undoubtedly continue to co-operate in the future for the advance
ment of professional accounting standards.
As for the present composition of state accountancy boards,
twelve of the fifty-three jurisdictions have boards with one or
more members who are not accountants.
Fourteen states, the District of Columbia and the Virgin Islands
have boards consisting of three CPA members. The boards of
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thirteen states and Puerto Rico have five members. North Carolina
has four, New York has seven, and West Virginia has three CPAs
and three PAs. Four states have three CPAs and two PAs. Massa
chusetts has four CPAs and one PA. Texas has five CPAs and four
PAs. Hawaii has five CPAs and two PAs.

Boards with Public Members
The following boards have one or more members who are not
accountants. California has five CPAs, two PAs and one public
member. Illinois has two CPAs, one PA and one public member.
Georgia and Delaware have four CPAs and one attorney. Michigan
has three CPAs and one attorney. Tennessee has six CPAs and one
attorney. Pennsylvania has three CPAs and two attorneys. Idaho has
three CPAs and the Commissioner of Law Enforcement. Maryland
has three CPAs, one attorney and one accountant. Virginia has
three CPAs, one attorney and one educator. Nebraska has three
CPAs, one PA and the Auditor of Public Accounts. South Dakota
has three CPAs, one PA and the comptroller.
That CPAs should serve as members of state boards that admin
ister accountancy acts governing the practice of CPAs is perfectly
obvious. At least, to the practicing CPA it is perfectly obvious.
Many of you will agree, however, that it is not always so obvious
to the state legislator. The Form Bill states that board members
shall hold CPA certificates issued under the laws of the state. It
does not provide for a specific number of board members. Thirty
jurisdictions are approximately equally divided between the num
bers three and five, with the number three having a two-state edge.

California Statistics
In this discussion, I will refer to California board philosophy,
organization and procedures. To provide perspective for this, I
will give you some statistics. In California, CPA licensing went up
from 9,625 in 1963, to 11,055 in 1965 and is expected to be in the
neighborhood of 12,500 in 1967. PAs licensed went down from
15,395 in 1963, to 14,536 in 1965. Thirteen thousand seven hundred
are expected to be registered in 1967.
Approximately 65 per cent of the CPAs licensed are in public
practice and approximately 40 per cent of the PAs licensed are in
56

Andrew P. Marincovich
COMPOSITION, DUTIES AND FINANCES

public practice. Applications for CPA certificates went up from
4,387 in 1963, to 7,135 in 1965, and it is estimated that there will
be about 8,500 in 1967.
Complaints average about 600 a year. Examinations given were
3,316 in 1963, which increased to 4,833 in 1965, and it is expected
that 6,000 examinations will be given in 1967.
As to money, 1965 expenditures amounted to $345,000. Expen
ditures in 1967 will probably amount to $385,000.
The California board of accountancy now operates with eight
appointed members. It also elects a nonvoting secretary and em
ploys a full-time executive secretary, who is responsible for the
administration of offices and the supervision of investigators and
clerical staff.

Public Accountant Members
When the regulatory law was first enacted, the board operated
with CPA members only. Public accountants were represented
only by a committee appointed by the board.
However, in 1960 the law was amended to provide for the ap
pointment of two PA members to the board. In 1961, there was a
newspaper campaign directed primarily at the medical board to
the effect that members of a profession sitting as a board tend to
whitewash their colleagues who have acted contrary to the public
interest. The result was that a public member was appointed to
the California accountancy board.

Lay Member
At first there was apprehension among CPAs as to the effect the
appointment of a layman would have on the administration of the
Accountancy Act. The initial result was almost total apathy on the
part of the individual appointed. In the first year the public mem
ber attended few board meetings. However, since then he has
served with a great deal of interest in and sympathy for the boards
problems. He attends meetings consistently and makes a real con
tribution to the deliberations. He is a former FBI agent and his
years of experience are drawn upon, particularly in dealing with
problems of evidence and rights of licensees who are before the
board because of criminal convictions.
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Our experience with a layman on the board has not been nega
tive. As a matter of fact, public relations results in certain areas
have been excellent.
I understand that the inclusion of the Auditor of Public Accounts
on the Nebraska board has presented no problems and has even
helped public relations.

Qualifying Applicants
Certainly the first duty of a state board should be the qualifica
tion of competent certified public accountants. This is accomplished
by the administration of the provisions of the law dealing with
examination, education and experience and the issuance of regula
tions where the language of the law is too broad to permit imple
mentation. All jurisdictions now make use of the Institute’s Uni
form CPA Examination and advisory grading service.
After a CPA is qualified, the board should be concerned with his
subsequent performance. The California board has devoted con
siderable time to improving reporting standards. Rule 58 of the
California board, dealing with the expression of opinions, refers to
generally accepted auditing standards and to generally accepted
accounting principles. The rule therefore embraces the authorita
tive literature of the profession, and a licensee must know that
literature to understand the meaning of auditing standards and to
keep abreast of changing concepts.

Administrative Committees
In 1958, two administrative committees of the California board
were appointed, one for CPAs and the other for PAs. Each com
mittee is composed of five members. The committees use the ser
vices of trained investigators to obtain information on violations.
Since their establishment the committees have gone about their
business without fanfare, investigating complaints, gathering evi
dence of violations, initiating and conducting inquiries and making
recommendations to the state board.
Each committee meets five or six times a year, usually for two
days. Between meetings, members are frequently called upon to
assist board staff in conducting investigations of complaints.
Many of the cases brought to the attention of the committees
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are dismissed after discussion with the respondent. Formal accusa
tions are recommended in only about 10 per cent of the cases re
viewed.
Although the administrative committees may be considered the
enforcement arm of the California board, they best serve the pub
lic, the profession and the board through their educational efforts.
However, professional societies must also assume responsibility for
educating their members. Incompetent or unethical members may
be expelled but they cannot be prohibited from practicing. Licens
ing is required to protect the public from malpractice. The activity
of state boards, however, should be restricted to the minimum
necessary to protect the public.
May I bring to your attention some of the finances of states
other than California? In my review of approximately twenty-one
states, I find that 30 per cent have accountancy funds that are ad
ministered by the boards themselves. Thirty-five per cent, Califor
nia being among them, have accountancy funds that are deposited
with the state treasurer and that must be appropriated by the
legislature upon the submission of a budget by the state board.
Approximately 5 per cent deposit the excess of their monies to the
state treasury. Twenty per cent deposit to the general fund after
their annual expenses. The District of Columbia has a unique ar
rangement. If anything is left over after all expenses are paid, the
board members seem to divide it up for their compensation. If
nothing is left over, then there is no compensation for board mem
bers. Hawaii deposits in the general fund.
This concludes my formal remarks. The meeting is now open for
questions and comments.

Discussion
In your last comments you reported a reversion of money
to the state. First you said 5 per cent and then you said 20, I believe.

question:

Of the states I reviewed, 20 per cent deposited
to the general fund after expenses and 5 per cent deposited their
excess to the state treasury. I suppose those two could be put in
the same category.
mr. marincovich:

Does the lay member of the California board change
as the political party in office changes?

question:
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Since we haven’t had a change in political parties
in California since he was appointed, I don’t know. But there is
one member, the former secretary-treasurer of the board, who was
appointed by a different party governor.
mr. marincovich:

I would like to hear from some of the other states which
have non-CPAs on the board as to whether the board is operating
any more effectively, more in the public interest and whether it is
harder or softer on violators.
question:

Is there anyone who has a nonlicensee member
on the board who would like to comment?
mr. marincovich:

In Maryland we have an economist. Perhaps we are
the only state which has, because we have an economics examina
tion. We also have a lawyer and the specifications are that the
lawyer must not be a CPA. The economist is appointed from a list
submitted by one of our universities. The effect of appointing an
economist is to bring an educator’s view in, which I think has
occasionally caused difficulty in our board, since he doesn’t neces
sarily have the interests of the accountants at heart. The lawyer,
I think, has been a great deal of help.
a member:

In California, we thought for a while we were
going to have an attorney on the board and we were looking for
ward to some free legal advice, but we didn’t get it. We did get
some pretty good FBI and pistol training, however.

mr. marincovich:

Prior to the enactment of our law the board insisted on
two practicing accountants and the state auditor. The state auditor
was then carried over as a member of the board together with a
public accountant and three CPAs. We feel it has been a smooth
transition in getting co-operation both from the attorney general’s
office on areas of violations and from the public accountants who,
under our law, are licensed as “grandfathers” only.
member:

We found the inclusion of public accountant
members on the board has improved our relations with PAs and
has not been a detriment at all. But the same PA members have
been on the board since the first appointment, so I don’t know what
might occur if others came on.
mr. marincovich:

member:

60

Michigan has three CPA members and an attorney. We
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have had an attorney for many years. The attorney member has
been especially helpful in the enforcement of our regulations. This
may be in part due to the fact that he is a general practitioner and
not tax-oriented. I think a lot depends on the man, and this par
ticular member has proved effective.
The reason I raise the question is that we now have a new type
of legislation under which the profession is regulated by the state.
We have a department of regulations and licensing, and thought
is being given to eliminating the attorney member since the state
will be furnishing investigators. We would be interested in having
your reactions to this proposal.
member:

What compensation does the attorney receive?

MICHIGAN member: I regret to say that it is $10 a day. Neverthe
less, we expect the board members, whether CPAs or not, to be
dedicated to the profession and to do a conscientious job.

previous questioner:

I can see the CPA doing it, but why should

the attorney?

Michigan member: Because he, too, is interested and dedicated.
Our law has been in effect since 1925 and the $10 has been in effect
since that time. That is why we are interested in changing it.
question: I am wondering how many states by law provide for the
members of the state board to be appointed upon recommendation
from the state society.

From my brief review, I don’t recall any that
have this as a statutory requirement.
mr. marincovich:

member:

Nevada follows this procedure.

mr. marincovich:

By law?

No, but it is the procedure followed. The society
makes a recommendation to the governor and he invariably follows
it.
same member:

member:

In Kentucky it is required by law.

member:

Alabama, too.

member:

Tennessee, also by law.
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Regarding your finances, you get your money from the
general fund. Do you submit a budget?
member:

We submit a budget, but the fund is in the state
treasury as the accountancy fund. It is disbursed by the controller
upon voucher submitted by the office.
mr. marincovich:

a member:

Are you assessed for any services as a result of this?

No, we are not. However, we are assessed for
the pool of investigators. I noticed that two states, Arizona and
Colorado, have subtracted 10 per cent of their funds when it is
deposited in the state treasury which goes into the general fund.
This is apparently for services rendered.
Another point I might make is that at present the California
board has approximately a $75,000 surplus. Last year and the year
before, the surplus amounted to almost $400,000. We cut the
license fee for the biennial registration which immediately reduced
the surplus. Our concern was that the legislature would transfer
the surplus to the general fund and we didn’t believe that licensees
should be taxed in that manner.
mr. marincovich:

In the state of Washington we have been approached by
the local bar association with the idea of establishing an integrated
bar —where admission to the Bar is also the license to practice.
Has there ever been any consideration of that?
member:

I don’t recall any formal discussion about it. I
think it would be a good idea. I am quite in sympathy with it.

mr. marincovich:
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CONSOLIDATION OF
OCCUPATIONAL LICENSING BOARDS

John J. Costello, CPA, Vice President, Association of CPA
Examiners; Past Chairman, Minnesota State Board of Accountancy;
Member, Committee on Legislative Policy, Minnesota Society of
CPAs.
speaker:

My topic is virtually impossible to research since there have
been no books or articles written which would make it possible for
me to become an instant expert.
I would appreciate a show of hands on which states have cen
tralized departments of occupational licensing which perform house
keeping functions for all boards, including the accountancy board.
[About eight participants raised their hands.]
Thank you. I am going to depend on you for information on the
attitudes of boards which have been consolidated. The essence of
this type of consolidation is not so much in the law, as it is in how
it operates.
It was my original impression to be against consolidation. I come
from Minnesota where the boards are not consolidated, and I think
I am normal in saying that anything that isn’t done our way
probably isn’t done right.
Combining various licensing boards under one administrative
agency is usually done under the banner of governmental reorgani
zation, and governmental reorganization is usually advocated as
progress. No one can oppose progress, and to support governmental
reorganization is to be on the side of the angels.
For the benefit of the participants who, like me, come from states
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that do not have consolidated occupational boards, I would like to
read from two typical laws. One of them will serve to bring out
the points that are usually advocated.

Consolidated Boards
Such laws create an administrative board for professional and
regulatory licensing boards. The number of the boards is set and
generally the central board is composed of members of other li
censing boards. The organization of the board is established. Pro
vision is made for the election of a chairman and an executive
secretary for all the licensing boards. The executive secretary works
under the control and supervision of the professional and regula
tory licensing boards and he serves as the secretary or the treasurer
or the secretary-treasurer of all the boards. Provision is made for
his expenses.
It is interesting to note which boards are put in this consolida
tion. Usually it is the state examiners in basic sciences, the state
board of medical examiners, the board of chiropractic examiners,
the board of nursing, the midwives, the masseurs, the state board
of optometry, the physical therapists, the state board of dental
examiners, the state board of pharmacy, the state board of podia
try, the state board of barber examiners, the state board of hair
dressing and beauty culture examiners, the state veterinary examin
ing board, the state board of registration for architects, engineers
and lawn surveyors, the state board of accountancy, the state board
of electricity, the board of examiners in watchmaking, the abstrac
tors board of examiners and the state board of law examiners.

Executive Secretary
Now the duties and powers of the executive secretary are spelled
out in a paragraph that reads as follows:
All the powers, duties and responsibilities imposed upon the sec
retary, the treasurer or the secretary-treasurer of the professional
and regulatory examining and licensing boards are hereby trans
ferred to and imposed upon the executive secretary of the admin
istrative agency created by this act. Such offices of secretary, treasurer
or secretary-treasurer as constituted immediately prior to the effective
date of this act are hereby abolished.
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Consolidation Law—Positive
That is what I would call the negative type of bill where the
new is simply substituted for the old. A positive type of law, advo
cated in some jurisdictions, contains a provision like the following:
The director shall not exercise any authority or powers with re
spect to any of the functions of said boards with regard to the
selection, employment or tenure of the personnel required in the
operation of said board, nor shall said directors exercise any author
ity over the board with respect to the enforcement of any rules or
regulations promulgated by said authority or in any other respects
whatsoever except to receive, account for and deposit money as
hereinbefore provided. All administrative enforcement powers now
vested by law in each of the said boards designated in this
section are to be reserved to the said boards. Each of the boards
designated shall turn over to the directors all monies collected.

The arguments against consolidation are quite simple and they
are really just two. One is that the groups included in the consoli
dated agencies are usually so diverse that they have no common
basis upon which they can be assembled. The other is the natural
tendency of professions to object to any regulation by laymen.

Arguments for Consideration
The arguments in favor of consolidation are so compelling that
I don’t see how they can be overcome by one organization, such
as the CPAs, if the legislation is presented. In one state the gov
ernor wrote a message for a policy statement on the creation of a
department of professional licensing and regulation that is almost
a definitive statement for those who favor this type of legislation.
He said that the task of reorganizing state government is enormous
and the efforts demand serious study of alternative approaches to
economize the operations without disrupting essential programs.
"There is one area, however, where the basic alternative is clear
and further study will only delay the benefits to be derived from
reorganization.” And he referred to the need to organize more
efficiently the administration of the professional and occupational
licensing program. In his state there were sixteen separate units,
twelve licensing boards and four licensing divisions that admin
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ister the program of professional occupational licensing. “The pro
liferation of administrative units is inefficient,” he went on to say.
“The offices of these units are located in several different cities and
many of the locations change as the secretaries of the board change.
Such a confusing situation does not create public confidence in
the regulation of the professions and occupations because there is
no central place to which the public can go with questions and
complaints.”
He added that the alternative is clearly administrative consoli
dation. “These activities can be consolidated without abolishing the
boards themselves. The public is concerned about the number of
state agencies and their proliferation. During each legislative ses
sion at least a dozen bills to create new licensing boards are intro
duced. The trend is towards more licensing activities.”
For example, there are twenty-seven boards in California and the
professional and occupational licensing program can be adminis
tered more cheaply and effectively by consolidating for administra
tive purposes. Numerous states have consolidated systems of ad
ministering this program. They include California, Pennsylvania,
Virginia, Washington and New York. And in many other states
legislative councils have expressed concern over the administrative
fragmentation of their licensing.

Efficiency and Economy
The governor went on to state that he did not intend to remove
or diminish the professional review or judgment which the boards
exercise. His concern, he said, was elsewhere. “Through no fault
of their own the boards presently operate on the periphery of
government, and communications between boards on the one hand
and the governor and the legislature on the other hand have not
been good. They should become an integral part of state govern
ment because their responsibility for licensing qualified people
in our highly technical society is critical. If improvement should be
made in this bill, the boards and related professional associations
should come forward with helpful suggestions.” And his concern
was for an efficient, economical and effective administration in
professional and occupational licensing.
Well, I think that this governor has indicated as clearly as we
can the arguments in favor of licensing boards. And from my ex
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perience I would say that these are the kinds of arguments that
would be almost impossible to overcome. I noticed in studying and
preparing for this presentation that Minnesota had passed an occu
pational consolidation bill some time in the mid-fifties and at that
time the entire act was found to be unconstitutional. And I don’t
think that professional societies are really aware of what had
happened because I have never heard any discussion within the
societies about this.
I know that bills are being drafted right now and that state
senate committees are having hearings on this in our state and I
don’t know how we can oppose it, but it may be helpful for all of
us here to lean on the experience of the states that have this type
of consolidation so that we can find out how these bills should be
changed, at what point protection should be built into the law, so
that we can have the professional control in that area which is
important to us.

Discussion
I would like to ask those of you who have consolidated boards
how you like this administrative setup. I am going to start with
Andy because he is closest.
mr. marincovich: What do you mean by consolidated boards? Do
you mean that only the housekeeping is consolidated? I think we
need to define whether or not we want the boards reduced to an
advisory capacity or whether the boards are effectively operating as
they would be in a nonconsolidated situation with only the house
keeping consolidated.

mr. costello: Well, I have been able to find no laws that turned
over the professional evaluation to an outside authority. Whether
that is the effect or not, I don’t know.

We have had excellent results with the house
keeping being consolidated. However, last year there was a bill
introduced which would have authorized the department to give
the examinations, grade the examinations, and so forth, and this
we were quite disturbed about. In New York I understand they
have a situation where their department proctors the examination.
Is this correct?
mr. marincovich:
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Well, New York operates a little differently
in that there are a number of occupations all under the jurisdiction
of a state education department, which does a great deal for each
occupation in the way of handling records, reviewing educational
requirements and qualifications and also in the area of proctoring.
Actually, the New York Board of Examiners is otherwise autono
mous, as are the other accounting boards, so I don’t think we are
really in the category of consolidated boards. Each board in New
York has its own executive secretary.
moderator price:

Well, maybe it would help for you who have con
solidated boards to hear how a state like Minnesota operates. Our
board operates under the state law. We have our own office. While
we don’t have our own checkbook, we are not subject to budgetary
authority either way. We don’t get any money from the state, nor
does the state take any money from us, except 5 per cent off the
top. But we follow the pattern described by the governor I spoke
of earlier. We are out of the stream of state government. If someone
is looking for the accountancy board, he won’t find it near the
capital. We have complete autonomy.
But which other states are consolidated?
mr. costello:

I am not sure I follow what “consolidated” means to you.
In Pennsylvania we used to be under the Department of Public
Instruction. Under reorganization we now have a Commissioner of
Professional Licensing and he has sixteen boards under his juris
diction. They are the only boards we have. The Commissioner is
an ex officio member of each board, but he does not interfere with
its autonomy. He happens to be a working member who comes
to every meeting of every board he can. We are fortunate in that.
But we are consolidated only as to top administration and our
examination fees go to the general fund. The Commissioner pre
pares a budget for all boards on last year’s figures. Whenever we
run short we get a notice that traveling is to be suspended for a
while, until there is an extra appropriation.
member:

Is the consolidated fund you mentioned the professional
licensing fund or the state general fund?
member:

previous member:

The state general fund.

member: I might tell you what Georgia’s setup is, because it is
very similar, We have a department of occupational licensing, and
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each licensed occupation has its own board. Each makes its own
decisions, acting independently of the others. I think practically
all groups in Georgia come under these joint boards, except the
lawyers and the doctors who are separate. These boards are under
the administration of the secretary of state and there is a joint
secretary for all these boards. He has a number of people in his
office and they administer all of the details.
Now our state accountancy board is independent insofar as ac
tual accounting activities are concerned. There is one possible dis
advantage of this system, and I’ll tell you what happened to us.
About six years ago one of the legislators had been approached by
someone who wanted to be a forest ranger. They have to take an
exam which is administered by the joint board. So he got an act
passed which gave veterans with certain service a five point ad
vantage on any exam administered by the joint boards. We were
caught in it, because it was passed before anyone knew it had been
introduced. It took us two years to get the CPAs out from under it.
mr. costello: That would be interesting, wouldn’t it? Are there
others?

Michigan has a consolidated system similar to Pennsyl
vania’s. However, since it was just begun in April 1966, we are
not yet able to give you any practical applications of it. But it is
supposed to take care of the housekeeping function only, leaving
the accountancy board autonomous and operating independently
for the qualification of candidates and the enforcement of the law.
We have a commissioner of regulations and three deputy com
missioners for the administration of the new arrangement, but we
haven’t yet had much practical experience. Perhaps in the future
we can tell you some of the advantages and disadvantages.
member:

It would be interesting to know if the consolidation
proposal is being presented in any states this year?
mr. costello:

member: Such a proposal might come up in the next legislature in
Ohio.
I would like to have comments from states that may have had
experience along this line. The Ohio board is not completely au
tonomous. If the proposal in question goes through, we will be at
tached to a central organization for administration. But, in addi
tion, the proposal may include investing the police power in the
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central body. This would mean that the barbers and all the rest
would be subject to the same investigation as the CPAs. Are there
any states represented here in which this centralization has in
cluded policing. If so, I would like to have comments on their
experience.
mr. marincovich: I might comment on that point. Several years
back the board of accountancy and all the other boards in Cali
fornia had their own investigators. The accountancy board had six.
Then, with the push towards efficiency and economy, a pool of
investigators was developed and all of the board’s investigators
went into this pool. The accountancy board was able through some
maneuvering to retain two investigators and also draw on the
pool of investigators. But this is a problem because investigations
done by the general investigators usually are not satisfactory.

Are the files of candidates and licensees kept in the pool
and combined with those of the other boards or are they identified
and separated?
member:

All files are deposited with the state boards so
that if there is an investigation to which a pool investigator is
assigned he will be given the file and will return it after comple
tion of his report.

mr. marincovich:

I am thinking of the location of the filing cabinets
and the files themselves. Who has access to those files?

same member:

The files are in the board office and accessible
only to clerical staff and board members except when they are
assigned to a pool investigator.
mr. marincovich:

Are there office employees on each state board to
control those files? Or do you have a pool of employees for all
boards?
same member:

The boards are separate and autonomous; each
has its own employees and also may draw on the clerical pool.
mr. marincovich:

With the consolidation of the boards in Michigan,
there will be a pool of employees working on these files and there
will be an interchange of employees. This disturbs us considerably.
same member:

Our experience is that this method leads to in
efficiency rather than efficiency.
mr. marincovich:
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I think this subject deserves a lot of attention from
professional people because I can sense that a real change has
been taking place in the enforcement of professional standards in
the last eight or ten years. I have seen indications that responsi
bility for policing the profession is moving from the professional
society to the state board. I think more formal positions on this
are being taken all the time. As these developments occur, it would
be well for us to be concerned that the new structure is one that
we can live with for a long time, because once such a law is en
acted, it is exceedingly difficult to change.
mr. costello:

member: In Texas in the last two legislative sessions there have
been bills proposing a centralized agency for all the twenty-one
independent boards there. We expect that in the next session of the
legislature a similar bill will be introduced.
Have you been inclined to resist these proposals in your states
or do you think it is in the public interest not to resist centralized
agencies?

In Wisconsin we have had the problem for the last three
legislative sessions. We have been invited to work with the gov
ernor and his department of administration on a bill which will
provide for centralizing the housekeeping functions, but which
will avoid things we don’t like, namely the enforcement by laymen,
the budgetary controls, and one or two others. I think we may
lose out on the budgetary control problem. It concerns us because
our revolving funds build up in a substantial amount. As for en
forcement, the bill they are working on at Madison right now would
allow us to do our own enforcement completely.
So the only bad aspect is the loss of budgetary control. But as far
as public interest is concerned, I am sure we can’t buck this trend.
Maybe it is a good thing to have centralization of the housekeeping
functions. It is a decision we’ll all have to face.
member:

member: I’d like to ask another question. In the states which now
have consolidated boards, were the various funds consolidated and
included in the general fund prior to the enactment of the consoli
dation laws? Or did the boards control their own funds?
member: In Wisconsin every board now has its own fund and is
fully autonomous in the spending of that fund. Now if the law in
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question is enacted, all these funds will revert to the general fund.
This will be a one-time windfall for the incumbent party and the
governor. Thereafter, the excess of income over expense will go to
the general fund.
previous member: It occurred to me that a compromise might be
possible. You give up your board funds and propose a bill which
would require the deposit of the funds of the various licensing
agencies into the general fund. Of course, you would be giving up
something but it might provide a means of resisting other unde
sirable provisions of the consolidation law.
member:

We are using it as a bargaining point.

My experience with the legislature has been that
CPAs are a minor part of the problems of state government and
legislators are inclined to spend little time on us.
Are there any other points of interest?
mr. costello:

In your research did you find anything that would give
a formula for the ideal factors, for instance, surplus funds, and
how to control them? In our state we found that with twenty
seven boards there was over half a million dollars at the end of the
year, and some individual boards had accumulated over one hun
dred thousand dollars. Others were operating on a deficit. Is there
any study of the ideal formula?
member:

I saw no mention of picking up any deficit. But I
would say that in all instances the general revenue fund would pick
up all balances immediately. And it seems to me that that is prob
ably good administration.
mr. costello:

In some cases the professions might have been consoli
dated separately but were later joined by all the trades and occu
pations when they became licensed.
member:

If professionals can protect themselves against the
threat of being policed by laymen, they would probably be in
clined to go along with consolidation of the housekeeping func
tions. Frankly, I was surprised to learn that. I would have expected
just the opposite.
mr. costello:

member: May I comment on that? In Washington we had two
bills in the last two legislative sessions that provided for these
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uniform administrative services, which fortunately did not pass in
their original form. Those of us who represent the professions have
joined together and we are trying to stay with the doctors, the
lawyers, the dentists and the pharmacists in a group of professional
boards and to cut ourselves off from the other occupational boards.
My study indicated that the lawyers and doctors
were usually included in at least the original draft of such laws.
Any other observations?
mr. costello:

In Iowa we are going to have a bill to institute a central
licensing body and I am just wondering if any of the states are in
our position. We are a relatively small group. Some years ago we
were able to set up a joint office for the state CPA society and the
state board. We have an executive secretary who acts in that ca
pacity for both; the society pays half the salary and the state board
pays half. That arrangement would be upset if legislation of the
type we are talking about is enacted.
member:

mr. costello: We have the same setup in Minnesota, and we are
very happy with it.
previous member:

We are, too.

But this legislation may be enacted without our be
ing consulted. Do you think it would be worth while for each of
us, as these proposals are made in the coming legislative sessions,
to keep the Institute's committee on state legislation advised so
that there can be an exchange of information as to defenses and
as to types of legislation proposed?
mr. costello:

I think something like that would be worthwhile. We in
Ohio will have legislation again this year. An occupational licensing
bill was defeated in the last session, but it was a close vote and we
feel it is going to go through this time. The sponsors are more or
less feeling us out on the functions that would be taken over in the
central office. Since we will have the proposition before us, any
ideas that could be exchanged before then would be very helpful.
member:

moderator price:

Well, gentlemen, I think you have done a splen

did job.
I am frank to say when I first read the topic that John was cov
ering I did not appreciate its importance, but now that you have
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discussed it I can see that this is something that we must all be
aware of for the future. As the number of these legislative pro
posals begins to mount, we would all be well advised to be prepared,
because the solution may not be simply to resist such legislation
in full, but at least to maintain autonomy in the areas where we
deem it essential.
Thompson: Let me respond further to the comment
about keeping the legislation committee informed. The Institute
always welcomes any information it can receive from the various
states about legislation that is either about to be introduced or
that is pending in the state legislatures. It is recognized that it is
not always strategically sound to advertise in advance your own
legislative plans and we understand that maybe you are better off
sometimes to keep it under wraps until you actually introduce the
biff.
But in the areas covered this morning, as well as in the areas
that have to do with the principal sections of the accountancy
legislation, it is certainly most helpful if the Institute can be kept
informed and in return keep the various states advised of develop
ments by means of the Legislative Report which the Institute puts
out periodically.
chairman

moderator price: Thank you, Ken. And once again, thank you,
John, for a provocative talk and discussion.
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The only valid justification for legislation setting requirements for
the CPA certificate, or regulating the professional practice of public
accounting, is to protect the public interest.
Accordingly, the requirements for the CPA certificate should be
directly related to the needs of the public. As these needs change,
the requirements for the CPA certificate should change also, in
order to be justifiable in terms of the public interest.
For many years it seemed that the expression of opinions on
balance sheets and income statements was the only function of
CPAs which affected the interests of the public as a whole — since
creditors, investors and others relied on such opinions in making
decisions.
Accordingly, until recently the principal objectives of the CPA
profession in state legislation were (1) to preserve the integrity of
the CPA certificate as a symbol of competence in auditing financial
statements and (2) to establish a clear distinction between certified
public accountants who had demonstrated such competence and
other accountants who had not. In this, I think we can agree, the
profession has been largely successful. But the state societies have
had to fight many battles in the legislatures and the courts to estab
lish the CPA certificate in the position it occupies today.
In the process we have learned a few things. Most important,
perhaps, is the fact that CPAs cannot secure the exclusive right to
*The opinions expressed in this speech are those of the author and do
not represent statements of official Institute policy.
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render all accounting services to the public generally. A long line
of court decisions makes it clear that bookkeeping, write-up work
and preparation of income tax returns, for example, do not suffi
ciently involve the public interest to justify regulation under the
police power of the state.

Extent of Regulation
And now that banks and service centers, with the aid of com
puters, are offering such services as payroll systems, inventory
controls, cost distributions, budget comparisons, receivables analy
sis, and so on, any prospect of restricting such services to CPAs
seems remote indeed.
Consequently, modern regulatory laws have limited the exclusive
field of CPAs (and licensed public accountants) to the adding of
credibility to financial statements on which third parties may rely.
The public interest in this area seems obvious. And despite the
recent Welch case in Wisconsin, I think we should assume that
under a clearly drawn statute, and with strong supporting argu
ment, the courts would uphold provisions of this kind.

Expanding Scope of CPA Practice
Meanwhile, in recent years as we all know, the scope of practice
of CPAs has been expanding rapidly. In fact, many of our thought
ful members believe that the profession is at a crossroads. One
road, they say, leads to a vast expansion of service and to greater
recognition, prestige and rewards. The other road may lead down
hill to a minor, subsidiary role in society and, perhaps, eventually
to ultimate extinction as a recognized profession.
It seems to me that state legislation and rules of state boards of
accountancy which set the qualifications for the CPA certificate
will have a lot to do with the road the profession takes.
If the profession takes the high road, then we may hope that in
the future the practice of CPAs will embrace the entire field of
management information. At the meeting of the American Institute’s
Council in Boston last October, a description of the professional
practice of accounting, developed by our planning committee, was
adopted as an official policy statement. Let me quote a few para
graphs:
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Accounting is a discipline which provides financial and other in
formation essential to the efficient conduct and evaluation of the
activities of any organization.
The information which accounting provides is essential for (1)
effective planning, control and decision-making by management, and
(2) discharging the accountability of organizations to investors,
creditors, government agencies, taxing authorities, association mem
bers, contributors to welfare institutions, and others.
Accounting includes the development and analysis of data, the
testing of their validity and relevance, and the interpretation and
communication of the resulting information to intended users. The
data may be expressed in monetary or other quantitative terms, or
in symbolic or verbal forms.
Some of the data with which accounting is concerned are not
precisely measurable, but necessarily involve assumptions and esti
mates as to the present effect of future events and other uncertain
ties. Accordingly, accounting requires not only technical knowledge
and skill, but, even more importantly, disciplined judgment, per
ception and objectivity.
Within this broad field of accounting, certified public accountants
are the identified professional accountants. They provide leadership
in accounting research and education. In the practice of public ac
counting CPAs bring competence of professional quality, indepen
dence, and a strong concern for the usefulness of the information
and advice they provide, but they do not make management deci
sions.
The professional quality of their services is based upon the re
quirements for the CPA certificate — education, experience and ex
amination — and upon the ethical and technical standards estab
lished and enforced by their profession.

It will be seen that this description goes far beyond the auditing
of balance sheets, income statements and statements of source and
application of funds. The description says plainly that accounting
embraces the conversion of data — both financial and nonfinancial —
into useful information, both for the purposes of management and
for communication to interested parties outside the organization.

Impact of the Computer
It is also now widely recognized that the advent of the computer
encourages the development of integrated information systems, of
which financial information is only a part. Someone has to be able
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to create and modify such systems, to advise and assist those who
operate them and to audit the effectiveness of the systems. If this
someone is not to be the certified public accountant, then the CPA
may end up in a relatively minor role. As a matter of fact, an
article in a recent issue of Management Services magazine1 cites
an actual case in which the accounting division of an organization,
originally the center of all information needed by top management,
was downgraded to a department under an administrative services
division which controlled the total information system, including
both financial and nonfinancial data. Whereas the chief accountant
formerly reported directly to the president, he now has two inter
mediaries between himself and the presidents office. If CPAs
concern themselves only with the audit of the traditional financial
statements, they too may be downgraded in comparison with con
sultants who are expert in all phases of management information
systems.

The Audit—A Changing Concept
Indeed, the question arises whether a satisfactory audit of con
ventional financial statements can be made without a complete
grasp of the entire information system. Beyond this comes the
question whether auditors will be required to do more than to say
that the statements are fairly presented. They used to say that the
statements were correct in accordance with the books. Now they
take far greater responsibility. But the London Economist for Sep
tember 10,1966, suggests that auditors be given statutory authority
to make independent investigation and to communicate directly with
shareholders whenever there is reasonable ground to suspect irregu
larity or the issuance of misleading information by the company.
The Economist continues, “Auditors’ responsibilities should also be
extended toward the distant, and inevitably somewhat hazy, objec
tive of a management audit.”2
In the United States, what we now call the CPA’s attest function
seems likely to expand beyond the expression of opinion on finan
1Sexton Adams and Doyle Z. Williams, “Information Technology and the
Accounting Organization,” Management Services, September-October,
1966, p. 15.
2“New Watchdogs — or a Longer Leash?” The Economist, September 10,
1966, p. 1037.
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cial statements. Government agencies are already asking CPAs to
attest to compliance with regulations as well as to financial data.
Under Medicare, CPAs will be asked to attest to the validity of cost
reimbursement claims. In spite of many opinions to the contrary,
it seems to me inevitable that at some distant date, perhaps by
1985, some form of attestation of income tax returns will be de
veloped. If supplemental financial statements based on price-level
changes become commonplace, CPAs will probably be called upon
to attest to them. Pressure is now building up for information from
conglomerate companies which will indicate profits by broad in
dustrial classifications — or even profits by product lines. CPAs
might well be called upon to attest to all these kinds of information.
And The Economist is not the only one to suggest that standards
might be developed under which CPAs could attest to overall
management performance.
To sum up, the CPA of the future may become the master of
management information systems in all sorts of organizations —
profit, nonprofit, governmental — and advise and assist in all the
uses of the information system — planning, control, decision-making,
and reporting to government, stockholders, creditors, labor unions,
and others interested. At the same time his attest function may
extend beyond the familiar financial statements to a wide variety
of data for a wide variety of purposes.

Impact of State Legislation
It may be asked what all this has to do with the subject of CPA
legislation of the future.
To meet the public needs, CPA laws should provide assurance
that the higher levels of competence, judgment and professional
responsibility which the changing environment will require are
possessed by the CPAs of the future.
CPA laws, for one thing, influence the scope of the CPA examina
tion and its level of difficulty. If the subject matter of the examina
tion is spelled out in the law, it is obviously difficult to modify the
scope of the examination to meet the changing trends in practice.
If the examination includes subject matter not reasonably related
to the education and experience requirements, candidates may
claim that the examination is unfair. Therefore, the laws and regu
lations of state boards should be sufficiently broad to permit a
gradual adaptation to the changing environment.
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Educational Requirements
The subject matter of the examination in turn has an impact
on college curriculums. Many schools are under pressure to prepare
their candidates to pass the examination. Textbooks are often writ
ten with an eye on the examination. If the examination is of a
how-to-do-it variety, while the schools are being urged to teach
basic disciplines, there will be confusion and frustration.
The educational requirements spelled out in CPA laws or state
board rules have a similar impact. If they are too rigid, too specific,
they may deter many colleges from broadening the educational
base. Yet if the accounting curriculum is narrow and technical, in
cluding many descriptive, vocational-type courses, it may repel the
brighter students who seek intellectual challenge and an oppor
tunity for creative work. Thus, many of the most promising young
people may move into fields other than accounting.

Experience Requirements
The experience requirements, as specified in state laws or board
rules, may further discourage the best prospects. More and more
recruits of CPA firms have master’s degrees; a few even have Ph.D.
degrees. In some firms, I am told, somewhere between 30 and 40
per cent of their new recruits have advanced degrees. The man
with a bachelor’s degree in liberal arts or science and a master’s
degree in business administration is considered an excellent pros
pect for the accounting profession. For the foreseeable future, how
ever, military service will be required of most of these men. If a
year or two of experience is added to six years at the university —
and two years or more in military service — before a candidate
may be admitted to the profession, the game may not seem worth
the candle to many of the best young people.
In any event, the problem of evaluating experience has never
been licked. Without the most elaborate and expensive procedures
it seems almost hopeless for the profession to police the quality
of experience which recruits may obtain in accounting firms of
different sizes, with different types of clientele, offering a different
scope of services.
The CPA laws and the state board rules issued under them are
the foundation of professional discipline. If the public interest is
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to be protected adequately, the laws must provide not only for
demonstration of competence but also for revocation of CPA certifi
cates for unprofessional conduct. Hilliard Giffen, the new president
of the Institute, spoke to the Association of CPA Examiners at
Boston last October on this very subject. He pointed out that the
Institute and the state societies can do no more than expel mem
bers for unprofessional conduct. Once expelled, a member can
continue to practice as a CPA unless and until his state board
takes action against him. A recent survey indicates that in forty
eight jurisdictions, in the last four and one-half years, only 140
hearings have been held by state boards on charges of unethical
conduct. In seventeen of these states, no hearings were held. In
six of the remaining thirty-one jurisdictions, 95 hearings were
held; in the other twenty-five, only 45.
The Treasury Department has recently amended Circular 230
to provide that more complaints of unethical conduct on the part
of CPAs and lawyers who represent taxpayers before the Internal
Revenue Service will be referred to the respective professional or
ganizations. If it appears that CPAs guilty of wrongdoing cannot
be disbarred from practice, the standing of the profession before
the Internal Revenue Service may suffer.
Finally, regulatory CPA laws can and often do put barriers in
the way of interstate and international practice. Yet our own ex
panding domestic economy and the rapid increase in international
trade and investment strongly suggest that American CPA firms
have vast opportunities for expanded service, both at home and
abroad. Unnecessary obstacles to free passage across state lines or
international borders may slow down the development of the pro
fession as a whole, and open doors to the competition of others
who are expert in the conversion of data into management informa
tion but who are not subject to legislative controls.

The CPA Law of the Future
If what has been said so far makes sense, the model CPA law
of the future might shape up somewhat as follows:
1. In the first place it should be uniform throughout the country.
The increasing utilization of CPAs by the federal government,
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for one thing, strongly suggests the need for a uniform
standard of qualification among all the states.
2. The experience requirement should be eliminated, except as
an interim substitute for advanced education, that is, in a
so-called “Abraham Lincoln clause” permitting candidates
who have been unable to acquire the necessary education to
compensate by extensive experience. The elimination of the
experience requirement would have an incidental political
advantage; candidates who were graduates of state universi
ties but who for any reason were unable to obtain employ
ment with public accounting firms could not raise the charge
of discrimination. They would be admitted to the CPA exam
ination if their educational background justified it and grant
ed the certificate if they passed the examination.
3. The educational standard ultimately would be a broad educa
tion at the undergraduate level and a master's degree in
business administration with a concentration in accounting.
Candidates satisfying this requirement would be permitted
to take the examination and, if successful, would receive the
certificate. In an interim period, alternative combinations of
education and experience could be accepted as the equiva
lent of this standard, with a cut-off date at a reasonable time
in the future. The education requirements should be broad
and flexible so as to permit adaptation to changing needs.
The Joint Committee on Accounting Education, consisting of
representatives of the Association of CPA Examiners, the
American Association of Collegiate Schools of Business, the
American Accounting Association, and the American Institute
of CPAs, is studying this problem. It seems likely to suggest
that state laws or board rules should provide that the stan
dards acceptable to the AACSB be adopted as satisfying the
educational requirements of the CPA law. This would permit
acceptance of various combinations of courses, without setting
rigid patterns to which many of the most progressive and
highly rated universities’ curriculums might not conform.
4. The content of the CPA examination would be based on the
recommendations of the Common Body of Knowledge Study,
as they may be modified by committees of the Institute and
the American Accounting Association. The examination would
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test knowledge of the basic disciplines, principles and theory,
as well as broad familiarity with the techniques and applica
tions of accounting and auditing. But the working out of
complicated accounting problems would probably be elimi
nated.
5. The CPA certificate would, therefore, be regarded as evidence
of competence to enter the profession, not necessarily to
practice it. This was, indeed, the view of the earlier Commis
sion on Standards of Education and Experience for CPAs,
although there were a number of dissents. Admission to the
Bar is, in effect, only evidence of competence to enter the legal
profession. The graduate of law school who passes the bar
examination is immediately entitled to practice law. But, ex
cept in rare cases, he does not hang out his own shingle
without experience in a law firm. No one would think of en
gaging a newly admitted member of the Bar to handle a legal
matter of any importance. It seems probable, incidentally, that
if this concept of the CPA is generally accepted, the Institute
will be required to develop a system of accrediting those
with advanced competence in special fields, as the medical
profession has done through its specialty boards.
6. The ethical standards and disciplinary provisions of the law
and board rules should be strengthened and actively en
forced. Funds will have to be provided the state boards for
the investigation and prosecution of CPAs charged with un
professional conduct.
7. Out-of-state CPAs would be permitted to practice freely. Ac
countants from other countries who hold certificates or de
grees indicating competence equivalent to that of the CPA
would be permitted to practice freely here so that our CPAs
could acquire similar privileges abroad. The citizenship re
quirement for the CPA certificate would be eliminated. For
eign students in our universities who have acquired the
necessary educational background to conform with the state
CPA law should be permitted to take the examination and
receive CPA certificates. If they returned to their own coun
tries, they would take with them American standards and
American attitudes. They would feel an identification with
the profession in the United States. This would help the
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profession in this country to obtain acceptance abroad, and
would also help in the development of uniform standards of
accounting around the world. At present many foreign stu
dents go to England to qualify as chartered accountants.
There is no citizenship requirement there. As a result, there
are English chartered accountants in almost all the countries
of the world who feel an identification with the profession
in the United Kingdom and who are naturally oriented to
British standards and practices. Some observers believe that
this has been a great advantage to the accounting profession
in the U.K., both in securing practice rights in foreign coun
tries and in conducting engagements on an international
scale.
8. The CPA law of the future should not permit anyone except
CPAs (and public accountants licensed as a transitional class)
to offer services to the public under the title of public account
ant, independent accountant, accountant or auditor. However,
the only services restricted to CPAs (and licensed public
accountants) exclusively should be those involving the attest
function. This, however, would not only cover the expression
of opinion on conventional financial statements as a result of
independent audit, but also attestations to any information
upon which government agencies, investors, credit grantors,
labor unions or other parties outside management may rely.
In a word, the addition of credibility to reports involving
the conversion of data into information — on the basis of
which money may be lent or invested, or important financial
decisions of any kind may be made —should ultimately be
the exclusive prerogative of professional certified public ac
countants.

Conclusion
I may, of course, be wrong about what is likely to happen, or
even about what is desirable, but in one thing I feel quite confident:
It is high time for a fresh look at our CPA laws. There has been
little change, substantively, in the pattern of legislation since the
1920’s — except, of course, for the trend to regulatory laws and
higher education requirements. An entirely new set of problems
confronts us. We need careful research into every phase of CPA
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legislation and a national program, which will lead to uniform laws,
with strong support by the vast majority of the profession.
A good deal of useful research in specific areas has already been
done, and much information and experience have been accumu
lated. The Common Body of Knowledge Study will take us a step
further. But so far no authoritative group has looked at the legis
lative problem as a whole. It has been analyzed and discussed in
bits and pieces.
I would recommend the immediate formation of a Commission
on State Accounting Legislation, composed of representatives of
the Institute, who have been active in state society legislative
work, the Association of CPA Examiners, the American Accounting
Association, and the American Association of Collegiate Schools of
Business, plus public members drawn, say, from the Securities and
Exchange Commission, the American Bar Association, the American
Bankers Association, the Federation of Financial Analysts, the Fi
nancial Executives Institute and the National Association of Manu
facturers. The Commission should be supplied with money and
with staff for a two- or three-year research project on the develop
ment of a new uniform model CPA law. The recommendations of
such a Commission should be strongly influential. It will take a
decade or more to implement them in any event, but the sooner
clear goals are visible the sooner purposeful action can begin. If
there is even the slightest danger that the progress of this profes
sion, which has been so encouraging in the past fifty years, may be
hampered by obsolete legislative concepts, no time should be lost
in reviewing the entire situation and recommending legislative pro
grams designed to meet the needs of the public in the decades
ahead.
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ADJOURNMENT

Thompson: Half of this session is to be devoted to open
discussion. If you have a question, raise your hand and identify
the person of whom you wish to ask it.

chairman

I was wondering if Mr. Carey had any comments about
the consolidation of various licensing boards.

member:

Mr. JOHN carey: I think it is dangerous. I think the professions
should run themselves and I have some fear that if they get mixed
up with all the licensing agencies of the state, the professions may
lose some control.
One member this morning suggested that the Institute ought to
try to get the professions together to resist this trend — engineers,
architects and others. I am not sure the lawyers are affected because
they are admitted and disbarred by the courts.

I would like to comment on this consolidation. I was out
of the room for part of Mr. Costello’s talk, but I did gather that
perhaps it is not too bad to be under some department. In Oregon
we have been under the Department of Commerce for a little over
two years. We have a fine department administrator, and we were
lulled to sleep in becoming part of the department.
In the department are such groups as real estate agents, insur
ance men, watchmakers, landscape gardeners and architects, but
no doctors or lawyers. Under the Republican administration we
went along for a couple of years and it hasn’t worked too badly, but
the first thing that happened after we became part of the depart
ment was that the office was moved from Portland to Salem. Port
land is our largest city; Salem is the capital. For the sake of alleged
member:
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economies we are now swallowed up in a department where we
didn’t belong in the first place. It is inconvenient for our board
members to travel to Salem. It is also inconvenient to hold the CPA
exam in Salem.
So two years ago we prepared a bill for introduction in the legis
lature. We were prevailed upon at the last minute not to put it in.
But now we are deeply concerned and our society at its last
annual meeting put on the record its desire to withdraw from the
Department of Commerce. We will prepare a bill to try to accom
plish this so that we will be treated as a profession, along with the
lawyers and doctors, rather than as a trade.
We are concerned. Our real worry is the appointment of board
members. While the man who is directing the department now is
satisfactory, his successor may not be. We are concerned with the
loss of our professional image.
So while there may be administrative conveniences which may
even effect small economies, these are minor compared to the dis
advantages I have mentioned. I think it is a serious thing for us
all to be concerned with.
I am sure that exchanging information through the Institute will
help you in your states. Certainly, if you can benefit from our ex
perience in Oregon, we will keep in touch with you.
chairman

Thompson: Thank you.

member: A proposal to create an occupational licensing board has
been made in West Virginia. Our state society appeared at a com
mittee hearing and opposed the measure. If other states have simi
lar problems, we would like to know what they are doing about it.
We just told the committee we didn’t think we should be super
vised by a $12,000 a year political appointee who had been the
secretary of the board. Also we don’t like the idea of being regulat
ed along with the nonprofessional occupations.

I would like to ask one of the speakers from California
to tell us what are the most common violations the board has to
deal with.

member:

The most common is violation of Rule 58, re
garding the expression of opinions.
mr. marincovich:

chairman Thompson: It looks as if the time has come for our
summation.
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The purpose of this conference was to provide a legislative forum
for all states, and I think it is a point of satisfaction that thirty-eight
states are represented here. Seventy-five per cent of the participants
were asking, “How do you do it in your state?” This has really
become the theme of this Conference.
We hope that you will read through the American Institute’s
booklet entitled Planning Legislative Action. This is a summary of
the proceedings of the first National Conference on State Legis
lation. Copies were sent to the participants before this meeting. It
will help you pick up the substance of the 1964 Conference and
relate it to the topics discussed here.
In summarizing yesterday’s discussion groups, I’d like to men
tion a couple of points that stand out. They seem to constitute a
common thread running through the sessions.
You will recall that yesterday morning the speakers dealt with
accountancy laws, presenting three cases — one for permissive, one
for regulatory and the third for regulatory with a continuing tech
nician class.
It is apparent that most states like the kind of law they have.
There doesn’t seem to be any strong desire to propose any radical
changes with the possible exception of South Carolina CPAs who
have indicated that in 1967 they propose to sponsor legislation
creating a continuing technician class.
One of the other ideas that ran through the morning sessions
had to do with the attest function. It seemed to be generally rec
ognized that the attest function, because it widely affects the public
interest, is the only accounting activity that can properly be regu
lated under law.
Very few people here seemed to favor the creation of a continu
ing technician class. There is a strong feeling running through the
Conference that the creation of such a licensed group is fraught
with all kinds of problems.
Yesterday afternoon our session dealt with the related subjects
of accountancy education and experience, with emphasis on pos
sible recognition of government experience. It is apparent that
the Common Body of Knowledge Study is going to have farreaching effects upon accountancy legislation. There was consid
erable discussion in some of the groups about the increasing need
of our profession to take a greater part in the determining of cur
ricula of colleges and universities.
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Considerable discussion was held on the Illinois practice of dis
tinguishing between the CPA certificate and the right to practice.
One of the questions that emerged from the session on education
is whether or not we should think in terms of relaxing the experi
ence requirement in favor of a stronger education requirement.
With respect to Mr. Barr’s well documented talk, there appears
to be a lessening of what has traditionally been a refusal on the
part of our people to recognize government experience.
But certainly with respect to experience in the General Account
ing Office, the Defense Procurement Agency, the Securities and
Exchange Commission and other departments of the federal gov
ernment, there seems to be a lessening of concern about recogni
tion of experience with those agencies.
I would like to turn next to last evening’s heavily attended ses
sion on recent court decisions. I think everyone was pleased to
learn that in general we seemed to be able to reserve the attest
function at least to certified public accountants. It is becoming
quite apparent that the Bookkeepers Business Service Company
and Welch Accounting Service cases will undoubtedly force us to
re-examine and maybe even abandon eventually some of our con
cepts of restrictions.
I think last night’s session, and certainly Jack Carey’s remarks
today, give rise to the question of whether we can expand the
attest function, and I wonder whether we could even begin to
think in terms of introducing that word into legislative language
in one form or another, in substitution for the examination of finan
cial statements or the rendering of opinions on them.
This morning’s session served to illustrate again the diversity of
the approaches of the various state boards of accountancy in the
enforcement of their laws and regulations and ethical standards. I
really felt that our three speakers this morning gave us a very fine
overview of the whole administrative spectrum of accountancy
legislation.
It may be early to worry about this, but this matter of consoli
dating the occupational licensing boards may be a developing
trend that we must watch carefully.
I think there is little that I can say about Jack Carey’s very fine
talk except that I now have to scratch out a couple of points in my
conclusion because he phrased them so well.
The message Mr. O’Brien gave us yesterday at lunch is loud and
89

clear. He made two points that struck home with me and I hope
they struck home with everybody here.
The first of these is the need for more and more members of
our profession to become personally involved in political activity
of one kind or another, starting from getting to know your own
legislator, not only within your state, but your representative in
Congress as well, to becoming elected yourself to public office. The
leaders of our profession have been saying for years that we need
more CPAs in the state legislatures and in Congress. It is still true
and it may be more true than ever as the complexities of our pro
fession develop and increase.
Mr. O’Brien dealt with the matter of national co-ordination, a
point which has run through this Conference from beginning to
end. How do you do it in your state? Are there any other states
that are having occupational licensing problems? These were the
kinds of questions heard over and over again.
The Institute has been working very hard for years to gather as
much of this information as it possibly can and to disseminate it to
the societies. Our committee initiated the Legislative Report that
goes out periodically. But it is becoming obvious, I think, that writ
ten communication falls far short of being effective in terms of
improving the degree of communication and contact between our
various states and it ties right in with Jack Carey’s suggestion of a
Commission on Accountancy Legislation.
And I would hope that this Conference could end on the note
of Mr. O’Briens message and some of Jack’s suggestions for the
future as reinforced by the various developments that have oc
curred throughout the Conference.
This brings me to the final question: Where do we go from here?
There are three points I would like to express.
The first of these concerns possible legislative expansion of the
attest function. We hear more and more about the possibilities of
our reaching out into other areas of attestation and, certainly, to
the extent that this may or may not be the future of our profession,
it seems apparent that we should begin to try to think in terms of
legislative language that would accommodate this expansion of the
attest function.
The second point I should like to make has to do with a longrange legislative blueprint, a road map, designed not so much as a
timetable, but to identify the various areas of change we should
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be thinking about making in our laws and to begin to move all
fifty-three jurisdictions in the desired direction in a reasonable span
of time.
I am a little concerned about the possibility of our summarily
rushing into amendments of the Form Bill arising out of the Welch
case. I think there are great dangers here.
Finally, this brings me to the subject of continued and greater
co-ordination which I am sure every one now agrees is mandatory
in this field. One of the suggestions that came out of the discussion
groups was the formation of a council composed of two representa
tives from each state whose primary responsibility would be to
maintain a continuous study of accountancy legislation in the vari
ous states, as it should be changed or might be changed, and to
take positive steps to encourage the move toward uniformity, which
I think is becoming more and more important to our profession.
These are the answers I get to the question — Where do we go
from here? — as a summation of this Conference.
I want to acknowledge very sincerely the fine work of our speak
ers, our discussion leaders, our secretaries, the participants and our
staff. Without every one of you we could not have had this stimu
lating and challenging Conference.
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